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Why men with ideas are using new, versatile VITEL resins 





Pact 1 potential to pay out ideas—aptly describes surfaces and products. Their excellent electrical prop- | 
the exciting new family of VITEL polyester resins. In erties answer many insulating problems. Their chem- | 
appropriate solutions, these resins give metal a tough, ical resistance is outstanding. | 
° ° — ° Y 

weather-resistant coating. They add a rich tone to Another extra: VITEL resins are so workable thev can 
wood; give paper a high gloss; provide lasting bonds in be applied by brushing, spraying, roll coating, dipping 
laminates: serve ideally asa binder In printing inks— —all with conventional equipment. 
oe . Paricis eesinbas — ny ; ” 
even on slick surfaces such as vinyl. New highs in appearance, performance and sales are 
More ways new VITEL resins shine? Their glasslike yours with VITEL solution resins. For technical data 
clarity makes a finish a thing of beauty. Their unusual plus resin samples, write Goodyear, Chemical Division, 
adhesion makes them applicable to a wide range of Dept. I-9415, Akron 16, Ohio. 
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sa aa Vitel, a Polyester resin—T. M. The Goodyear Tire & Rubber Company, Akron, Ohio 
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Unions grab the ball 
UAW-GM pact gives labor bargaining initiative, with a fighting new issue 


Steel price increase hopes are dashed 


The upturn comes on schedule 
Capital spending touched bottom in April-June, is now accelerating 


Business parley feels pall of cold war gloom 
San Francisco conference finds management problems overshadowed by crisis 


What Soviets aim at in bomb tests 


Du Pont nearer to ending GM tie 
Tax bill approved by House committee would clear way 


Antitrusters seek bank merger showdown 
Justice Dept. will press court suits against merged banks in New York 


and Chicago despite its failure to prevent the mergers 


Ford’s big deal to expand space work 
Electronics, even more than appliances, seems to be the motive for 


Ford’s offer to buy out Philco 
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Rockefeller urges 
New York Central-C&0-B&0O merger; utilities plan new lines 
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Foreign aid still poses a big problem. Authority to make long-term loans is a 
new opportunity—and sizable challenge—to administrators 
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Free world braces its currencies 


Issues of cash and principle. What’s new in the agreement of UAW and General 
Motors on terms of a new contract 


Job stops, pay goes on. Armour workers win guaranteed income for a year 


In labor 


World looks for better managers. San Francisco conference gets report on state 
of management around the world 


Medium-priced car that defies eclipse. GM’s S. E. Knudsen (cover) 
has pushed Pontiac to third place in national sales 


Apparel maker sets up own discount chain 


Trying for a stretchout. Treasury’s $7.6-billion refunding offer is accompanied 
by assurance that budget and financing are under control 


Wall Street talks 
In the markets 
In production 
New products 


In regions 

Cozy labs under ice and snow. Greenland icecap is tunneled with subsurface 
communities of scientists and military men 

In research 

Hauling freight by the package. Containerization still must solve problems 


What Hurricane Carla left in its wake. Early warning saved 
lives and permitted plants to shut down, but some industry suffered 
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160 oe, — 160 
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1959 1960 
1953-55 Year Month Week § Latest 

. average ago ago ago Week 
BUSINESS WEEK index chart 1333 1447 1543 155.1r 156.3* 
Production 
Steel ingot [thous. of tons]..... 2,032 1,401 1,910 2,030r 2,032 
RUIN 822 par rena A in sO rp pusiacesbht S Rane are 125,553 52,635 21,029 90,983r 86,480 
Engineering const. awards [Eng. ‘News: Rec. 4 wk. daily av. in thous.]..... $52,412 $80,915 $78,921 $64,065 $65,989 
Electric power [millions of kilowatt-hours]. ..............0eceeceeeee 10,819 14,615 16,080 16,214 15,838 
Crude oil and condensate [daily av., thous. of bbl.J...............00.0. 6,536 6,874 7,045 7,051 7,162 
Bituminous coal [daily av., thous. of tons]............ceceeceeceeees 1,455 1,305 1,321 1,349r 1,368 
POON EAOUG) oo5-5b5.c0 6155454) oes bbe Ue bis 8 CON Sib ee o6 68 5 es 247,488 237,708 332,332 337,806 261,790 
Trade 
Carloadings: miscellaneous and I.c.|. [daily av., thous. of cars]...... 70 53 53 55 57 
Carloadings: all others [daily av., thous. of cars]..............-...--. 47 43 45 44 43 
Department store sales index [1947-49=100, not seasonally adjusted]. . . 121 147 132 152 153 
Business failures [Dun & Bradstreet, number].............. 198 276 343 321 275 
Prices 
Industrial raw materials, daily index [BLS, 1947-49=100]............. 89.2 91.0 92.0 92.2 92.4 
Foodstuffs, daily index [BLS, 1947-49=100].............. ese e ee eee 90.5 76.0 76.0 75.6 75.4 
WONG ORES ERED AC WOMANI ITS oc acs 'g + os oo oien aie via gies See vn 66 O16 19.8¢ 19.2¢ 17.8¢ 17.8¢ 17.8¢ 
Finished steel, index [BLS, 1947-49=100]..............20- cece oees 143.9 186.2 185.6 185.6 185.6 
Scrap steel composite [Iron Age, ton]... .........-.0e ees ee eee eenes $36.10 $31.83 $37.83 $39.17 $39.50 
Copper [electrolytic, delivered price, E&MJ, Ib.]J............0. cee eee 32.394¢ 33.000¢ 31.000¢ 31.000¢ 31.015¢ 
Aluminum, primary pig [U. S. del., E&MJ, Ib.]. . sd ei ee a dls & ee 20.6¢ 26.0¢ 26.0¢ 26.0¢ 26.0¢ 
Aluminum, secondary alloy #380, 1% zinc [U. S. del., E&MJ, Se tt 24.02¢ N.A. N.A. N.A. 
Wheat [No. 2, hard and dark hard winter, Kansas City bu.]............. $2.34 $1.97 $2.04 $2.05 $2.01 
Cotton, daily price [middling, 1 in., 14 designated markets, Ib.]......... 34.57¢ 30.62¢ 33.11¢ 33.22¢  33.28¢ 
MN NI NESCURON MEN ofa acd o.oo. Sia s 2 a Sees WS Ow slelee ies oe GTR SOR $1.96 $1.67 $1.78 $1.78 $1.83 
Finance 
500 stocks composite, price index [S&P’s, 1941-43=10].............. 31.64 55.78 67.80 68.17 67.90 
Medium grade corporate bond yield [Baa issue, Moody’s].............. 3.59% 4.98% 5.11% 5.12% 5.12% 
Prime commercial paper, 4 to 6 months, N. Y. City [prevailing rate] .. 224% 334% 27%2% 3% 344% 
Banking Millions of dollars 
Demand deposits adjusted, reporting member banks.......... Tt 59,639 61,998 61,904 61,927 
Total loans and investments, reporting member banks................ Tt 106,404 114041 114,301 114,268 
Commercial, industrial and agricultural loans, reporting member banks... . tt 32,178 32,454 32,588 32,634 
U. S. gov’t guaranteed obligations held, reporting member banks....... tt 27,774 33,327 33,464 33,348 
Total federal reserve credit outstanding.......................e eee: 26,424 27,941 28,777 28,447 28,931 
MM. 54.5 a isbe kre entre Ie aes Bil bk.» be anes bie 3S beTde ee OO a 21,879 18,989 17,601 17,452 17,451 
Monthly figures of the week ec ile i 
Average weekly earnings in manufacturing...................... August... $73.36 $90.35 $94.00 $93.83 
Retail sales [seasonally adjusted, in billions].................... August $14.5 $18.2 $18.1 $18.1 
Wholesalers’ inventories [seasonally adjusted, in billions].......... July $10.6 $13.0 $13.5 $13.5 
Retailers’ inventories [seasonally adjusted, in billions]............. July. $21.4 $25.4 $24.6 $24.7 
Ey a eee Sn eer ee Teer ee July $1,290 $1,699 $1,699 $1,637 
UD NPNE MUNROE 5. NG ee elpebic cate Swe as Ours a nS aceon aN July $902 $1,150 $1,220 $1,268 

r Revised. 


* Preliminary, week ended September 9, 1961. 
tt Not available. Series revised. 


50, American Machine & Foundry Co.; 54 (It.) London Daily Express, (rt.) 


WW; 56, (it.) WW, (rt.) UPI; 62, 63, 66, Gene Pyle; 70 Herb Kratovil; 112, Hal Roth; 113, (It. & rt.) Hal Roth, (cen.) Herb 


Kratovil; 118, (top & bot.) National Aeronautics and Space 


Administration, (cen.) WW; 119, Houston Chronicle; 128, 130, 132, Charles Buzek; 136, The Boeing Co. 
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§ Date for ‘Latest Week’ on each series on request. 
NA Not available at press time. 


The Pictures: Cover, Gene Pyle; 23, UPI; 24, UPI; 29, 29, Herb Kratovil; 30, U. S. Air Force; 45, Doremus & Co.; 
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READERS REPORT 


Clear crystal ball 


Dear Sir: 

The Trend [Bi Jun.24’61,p 
168] says: “By now it is abundantly 
clear that the Soviet Union has no 
interest in an effective ban on nu- 
clear testing the President 
really has no choice except to order 
the resumption of U.S. nuclear 
tests. . . . There may be some po- 
litical advantage in delaying the 
decision a few more weeks.” 

Within the six-week range, your 
crystal ball is clear and accurate, 
every detail resolved, 20-20 fore- 
sight. 

J. Kesner Kahn 
Spiegel, Inc. 
Chicago, II. 


For a greater Waterbury 


Dear Sir: 

In your August 26th edition 
[Bit] Aug.26’61,p28] is a beautiful 
spread about a wonderful company 
named Alcort, Inc. . . . and it hap- 
pens to be located here in our city 
and not in Middlebury. . . . 

Please do not mistake our feel- 
ings, for we are also proud of Mid- 
dlebury which is an adjacent com- 
munity and a part of our Greater 
Waterbury Area. However, I am 
sure that when you do a story, you 
certainly must wish to locate the 
plant in the right place. 

Walter O. Howard 
Waterbury Chamber of Commerce 
Waterbury, Conn. 


Onwards and upwards 


Dear Sir: 

The statement that the Empire 
State Building is the world’s tallest 
structure [Bil Sep.2’61,p69] is no 
longer true. It is, as stated later in 
the article, the world’s tallest build- 
ing, i.e. a structure built for habi- 
tation, business, or manufacturing 
use. 

Six television transmitting tow- 
ers exceed the Empire State Build- 
ing’s 1,472 feet. They are: 

KFVS Cape Girardeau, Mo. 
1,676 ft, 

WGAN Portland, Me. 1,619 ft. 

KSWS Roswell, N.M. 1,610 ft. 

KWTV Oklahoma City, Okla. 
1,572 -ft. 

WAOI-KENS San Antonio, Tex 
1,531 ft. 

WIS-TV Columbia, S.C. 1,526 ft 

Frank W. Finnegan 
Brooklyn, N. Y. 
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Located only a short distance from the exact geographi- 
cal center of the United States, Kansas City can rightly 
be called the “‘Heart of America.”’ As such, it has become 
famous for its excellent transportation system, large 
stockyards, giant grain elevators, and many processing 
plants. Over a million people live here—in a metropolitan 
land area of more than 16,000 square miles. Water is 
abundant. Opportunity for industry abounds. 

Moreover, Kansas City’s urban development programs 
are keeping pace with its industrial growth. Many new 
highways, bridges, parks, and boulevards have been 
recently completed. Kansas City’s downtown area, with 
its new expressway loop, spacious underground garage, 
and attractive office buildings, is one of the nation’s 
most modern. Cultural and recreational facilities are 
mushrooming. All of this is being done without any 
major increase in taxes. Kansas City’s per capita debt 
is approximately the same as it was in 1940. 

The Rock Island has choice industrial sites available 
in the Kansas City area. If the following information 
interests you, get in touch with us for more specific 
details. We’ll work with you in strictest confidence. 


LABOR: A growing labor force of nearly 450,000 in the 
standard metropolitan area, many trained in the defense 
industries—an increase of 20% in 10 years; 53.8% with 
at least 12 years of schooling. 


POWER: Four power companies with a present generating 
capacity of 1,154,200 KW and a planned expansion of 
545,000 KW; 2 gas companies with 74 billion cu. ft. of 
natural gas in reserve storage. 


TRANSPORTATION: The Rock Island and 11 other rail- 
roads; 8 airlines; 145 truck lines; 2 barge lines; 17 bus 
companies. 


HOUSING: 90,067 new housing starts in the area since 
1950; the most popular new construction seils in the 
range of $17,000; rentals average $25.00 per unfurnished 
room per month. 


THE COMMUNITY: 129 elementary schools in the metro- 
politan area; 24 junior and senior high schools; 53 private 
elementary schools; 12 private secondary schools; ap- 
proximately 51 trade and vocational schools; 2 junior 
colleges. Twelve colleges and universities serve students 
from the area. There are 34 major hospitals, with 6,324 
beds; 57 parks; 62 playgrounds; 16 libraries. Per capita 
cost of the Kansas City government is fifth lowest among 
the 23 cities in its population group. And Kansas City 
has the lowest estimated basic living cost of the 20 major 
cities in the United States, according to recent studies. 


COMMERCIAL SERVICES: The Kansas City area has 1,754 
manufacturing firms producing a wide variety of 
products. Foods, transportation equipment, fabricated 
and primary metals, textiles, and paper products are 
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among the most important. Wholesale sales are about 
3.5 billion dollars a year. 


CLIMATE: Average annual temperature is 56°; average 
normal precipitation is 35.31 inches. 


INFORMATIVE BROCHURE describes 12 key markets in 
Rock Island Country. This fact-packed ‘‘Rock Island 
Country” booklet, as well as 
further details on industrial sites 
in Kansas City, may be obtained 
by writing on your company 
letterhecd to P. J. Schmidt, Man- 
ager, Industrial Development, 
Department 169, Rock Island 
Lines, La Salle Station, Chicago 5. 
The brochure and supplementary 
information will be mailed in a 
plain envelope marked 
“Confidential.” 





k ROCK ISLAND LINES 

The railroad of planned progress 

-.- geared to the nation’s future 
Chicago 5 


















sh 





—lCC UCU hw 





Recovery goes on 
despite lag 
in certain lines 


Retail sales curve 
just bobbles along 


Softgoods volume 
shows alittle zip 


Business outlook BIN 
September 16, 1961 


This recovery remains remarkable for the momentum it has gained while, 
at the same time, stuttering and stumbling in some of its parts. 
The physical volume of production has been the conspicuous gainer. 
As measured by the Federal Reserve Board’s index, this is at a new high. 
Yet for production to go on rising, distribution of end products has to 
go up, too. And the simple fact is that retail sales remain somewhat dis- 
appointing. 


There is an explanation of what is happening to the goods now being 
produced, of course. The buyers that have stepped up the tempo are (1) 
government, for the military, and (2) business, for inventory. 

As government contracts flow out, industry needs more inventory to 
fill them. Moreover, business for a good while wasn’t buying enough 
materials and parts to meet going levels of output. 

These forces are bound to lose momentum in the months ahead. 

Then it will be up to consumption to provide much of the impetus 
needed to sustain the rise. And this still is “just around the corner.” 


Retail sales gained last month, to be sure. But the increase over July wasn’t 
a large one. It wasn’t enough to jog the curve off the straight-line pattern 
persisting since March. 

Discard April’s poor showing and the monthly figures, after seasonal 
adjustment, have bobbled along between $18-billion and $181,-billion. 


During August, retailers rang up slightly more than $18.1-billion (after 
allowance for seasonal and trading day differences). That’s hardly any 
improvement over July’s unimpressive score. And it barely pulled even with 
August, 1960, which was no great shakes, either. 


What little pep there was on the retail scene last month showed up in soft- 
goods establishments—notably department stores, food markets, and gas- 
oline service stations. 

Sales of nondurables edged up a bit over July, and managed to post a 
114% gain over last year. 

Outfitting youngsters for the annual trek back to school gave department 
stores a strong lift late in August. Sales for the month jumped 8.3% over 
August, 1960, on an unadjusted basis. 


Sales of durable goods this summer have been downright disappointing. 

Though they did recover substantially from the recession low, hard- 
goods sales—seasonally adjusted—have been tapering off gradually since 
June, despite some comeback in appliances. By the end of August, they 
still lagged 412% behind last year. 

Dealers in autos and parts turned in a lusterless sales record last month 
—the poorest August showing since 1958. 


No one really expects much of the consumer during the summer months; 
but from now on all the economic pulse takers will be eying him carefully 
for some clue to consumer spending in the year ahead. 
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Better showing 
in job market 
seen for October 


Payrolls bolster 
holiday outlook 


Two-to-a-family 
trend sells TVs 
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Business outlook continued 


People buy most heavily from September through Christmas; how to 
spend during those four months usually calls the tune that manufacturers 
of consumer goods will dance to in the first quarter. 


Official labor market forecasts certainly point to a further steep rise in 
personal income and—most important to consumer spending attitudes— 
the job security that prompts buying rather than saving. 

The Labor Dept., long worried about the high unemployment rate, now 
reads the signs a bit differently. With broadening recovery, it sees “a good 
chance” that the jobless will number under 4-million in October. 

If unemployment simply followed seasonal patterns it would drop to 
4,2-million this month and 4-million in October. But the department figures 
the progress will be better than seasonal. 


This month’s count of the employed and unemployed, just now being 
taken, naturally will encounter a good bit of distortion due to local walkouts 
in the automobile industry. 

The Census Bureau will count as employed those who say they have jobs 
and are not looking for work—even though they may be on strike. 

But the count of payroll unemployment is another matter. Employers 
report these figures to the Bureau of Labor Statistics. And their total will 
represent only those actually on the job. 


Total non-farm payroll employment (which does not include the self- 
employed, odd-jobbers, and the like) made a good enough showing in 
August and should be climbing to a season peak just before Christmas. 

The August figure of 53.4-million on payrolls was up 281,000 from July for 
this year’s highest total and the best August on record. 

However, it was very little better than June, and fell short of several of 
last year’s best months. This, of course, is largely due to the fact that factory 
employment still lags a year ago by about 200,000. 


Factory employment can rise by 300,000 to 400,000 between August and 
December in a good year—and this is likely to be such a year. 

At the same time, it would be logical to expect the work week to lengthen 
somewhat beyond the 40.1-hour average reported for August, thus enlarg- 
ing the pay envelopes of the increased number of workers. 

All this points to the fact that Christmas should make up in large measure 
for retail sales disappointment earlier in the year. 


Ownership of television sets may not have reached the saturation point, 
but it is close enough so that growth must depend mainly on (1) more house- 
holds, and (2) more households with more than one set. 

Latest Census Bureau figures show 89% of households owning sets 
against 88% last year and 86% in 1959. (Only 75%, by the way, have tele- 
phones.) 

But if the market penetration is turning into a flat percentage, the TV 
manufacturers (as well as auto makers and even homebuilders) are favored 
by the more-than-one-to-a-family trend: Those with more than one TV 
set rose to 12% of all households last year against 11% in 1960 and 9% in 
1959. 
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Unions 
grab 
the ball 


UAW-GM pact gives labor a 
fighting new issue, 
with employers on defensive 


Labor has regained the initiative 
in collective bargaining from man- 
agement. Employers face difficult 
defensive battles against new, strong 
union pressures for more job security 
and guarantees of earnings. Indus- 
try’s efforts to hold a line on labor 
costs have taken a setback. 

These are some of the important 
implications of the “agreement in 
principle” on economic terms reached 
iast week in contract negotiations be- 
tween the United Auto Workers and 
General Motors Corp. UAW Pres. 
Walter P. Reuther gained new 
ground not only for the million- 
member auto union but also for all 
of labor (page 93). 

Other unions can be expected to 
try—aggressively—to exploit these 
gains in bargaining through the rest 
of 1961 and into 1962. The gains 
give the unions an important new 
issue on which members may rally, 
enthusiastically and militantly. 

Meatpacking and farm equipment 
industries already are feeling surg- 
ing new pressures. David J. McDon- 
ald, president of the United Steel- 
workers, pledges that UAW’s gains 
of 1961 will be extended into “im- 
portant new areas” in basic steel ne- 
gotiations in 1962. 

Clearly, there is now more con- 
fidence in the unions bargaining 
position. It could mean more ag- 
gressiveness. Sensing this, many in 
management say—privately, so far 
—lines must be drawn taut—and 
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Walter Reuther’s tactics in auto bargaining send his stock soaring again 


quickly—against “runaway fringes.” 

Administration policy. This could 
endanger generally peaceful labor- 
management relations; there have 
been fewer strikes this year than at 
any time since the end of World 
War II. Labor Secy. Arthur J. Gold- 
berg says this is due in large measure 
to Administration policies. 

“The President is very influential,” 
he points out. 

There was new proof of this in the 
auto bargaining. The Administration 
remained in close touch—but on the 
sidelines—during the negotiations. It 
made its position clear from the start: 
A strike would be unfortunate with 
world affairs as they are and with 
the economy moving up again. But 
its role was not a direct one. It did 
not move in to force a settlement or 


suggest terms. Its technique was 
much more subtle than this. 

Nevertheless, it was influential, 
even decisive. 

The economic “agreement in prin- 
ciple” was reached hours after Pres. 
Kennedy wired each side to make 
new efforts to reach an agreement. 
And a compromise on “local strike” 
demands for a 15-minute increase in 
“personal time” to be paid for but 
not worked each day came after 
Secy. Goldberg made urgent tele- 
phone calls to each side. 

The Administration, having suc- 
ceeded in applying moral suasion in 
Detroit, may make it an increasingly 
important factor in labor negotia- 
tions in other key industries. 

Reuther triumph. A signed con- 
tract with GM still awaited the set- 
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Rash of local strikes in 92 of GM's 129 plants held up signing of UAW contract 


tlement of a rash of strikes that idled 
some 255,000 workers in 92 of GM’s 
129 plants. But it was clear that Reu- 
ther had won for his members (1) 
their biggest money increase since 
1946; (2) something close to an an- 
nual wage; (3) guarantees of pay that 
give blue-shirted production workers 
much the same earnings security as 
white-collar salaried employees; and 
(4) major concessions from GM on 
work standards and conditions. His 
prestige—dimmed by a bargaining 
setback in 1958—-soared again. 

As far as actual! wages are con- 
cerned, GM’s 242% annual improve- 
ment factor (or productivity) raise 
(average 7¢ an hour) continues an 
auto pattern followed since 1955. 
It will have little effect in other in- 
dustries; 1961 bargaining has pro- 
duced that much—and more—for 
other workers. 

Generally, pay settlements this 
year have averaged just under 8¢ 
an hour in manufacturing. This 1961 
wage movement was influenced by 
deferred raises set in 1959 and 1960 
contracts. Steelworkers will be due 
a 7¢ to 10¢ raise Oct. 1, averaging 
about 8¢. 

Disappointment. Many employers 
hoped that auto’s Big Three would 


take a firm stand this year to halt the ‘ 
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steady annual increases in auto pay. 

Their failure to do so undoubtedly 
will put a damper on employer ef- 
forts to end—or at least slow down 
—annual wage boosts and the peri- 
odic adjustment of wages to living 
costs. 

Following suit. Some of the other 
GM terms won by UAW set no new 
patterns, but followed the lead of 
other unions in past bargaining. The 
United Steelworkers, for instance, 
has had provisions for 52 weeks of 
supplemental unemployment bene- 
fits (SUB). In its last contract, nego- 
tiated in 1959-60, USW won non- 
contributory health insurance. 

UAW has made significant im- 
provements in these areas. 

Breakthrough. UAW’s one really 
important breakthrough came in pay 
guarantees for short work weeks. 
This has created an issue for future 
negotiations in most industries. It’s 
the one steel employers are most 
concerned about. It could be the 
critical issue of 1962. 

For years labor economists have 
argued that men and women in the 
factories should have somewhat the 
same assurances of steady employ- 
ment and earnings as salaried em- 
ployees. 

They contend that an hourly paid 


worker seldom knows—for sure— 
what his week’s earnings will be. He 
might work only a few hours instead 
of his “standard” 40 a week. Produc- 
tion is always subject to scheduled 
curtailment because of adjustments 
to bring output into line with market 
needs or because of parts shortages, 
and to unscheduled short weeks be- 
cause of breakdowns or other un- 
foreseen problems. But, the unions 
contend, salaried workers aren't sub- 
ject to these pay ups and downs. 

To the unions, more than just pay 
is at stake in efforts to change this 
system. Status is involved, too. 

Long way. Early this year, UAW 
announced as a major goa! for 1961 
the end of the hourly pay system and 
the introduction of salaries for pro- 
duction workers. The bargaining 
with GM and AMC didn’t accom- 
plish exactly that, but it did move 
UAW a long way toward its goal. 

In the future, hourly paid auto 
workers must be paid for unworked 
hours in short weeks. 

The size of the GM package will 
create an upward push on settle- 
ments in other bargaining. One in- 
dustry economist places GM costs, 
averaged out over three years, at 
5%%% to 6% a year—a “much too 
high” increase in labor costs by his 
company's standards. 

On the other hand, Labor Secy. 
Arthur J. Goldberg congratulated 
the parties for “industrial statesman- 
ship of a very high order.” The “fair 
and reasonable” terms, he said, ap- 
pear in the public interest. 

He went further in a Chicago in- 
terview to describe the terms as non- 
inflationary—likely to involve no 
price increases. 

Inflationary? Nobody can say with 
assurance whether or not the pack- 
age is inflationary. UAW says it is 
not. It contends that the corporation 
can pay for everything out of “fan- 
tastically high” profits, without rais- 
ing car prices. GM Vice-Pres. Louis 
G. Seaton refuses a direct answer on 
whether GM considers the settle- 
ment inflationary. 

“We have tried to meet our re- 
sponsibilities to the public and the 
nation,” he says. 

When GM made its initial offer to 
UAW on Aug. 22, Seaton said the 
offer was noninflationary, at a cost 
of $402-million. The settlement 
reached last week will cost more— 
possibly more than 50¢ an hour 
over three years. 

Despite Goldberg’s optimism, it’s 
a good guess that 1962 cars will have 
higher prices than 1961 cars-—al- 
though probably without announced 
price increases—and that higher 
labor costs will play a part in the 
new price levels. 
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Steel price increase 
hopes are dashed 


Kennedy’s letter puts industry on the spot; 


executives question value of implied support against 


wage demands that would jeopardize prices 


Pres. Kennedy killed an all-but-dead 
duck, last week, when he told steel- 
makers that the “clear call of na- 
tional interest” forbids a steel price 
increase. 

His letter to the chief executives 
of the 12 largest producers was re- 
markable for the reactions it induced 
in steelmakers. There was immediate 
anger and long-term alarm. There 
were expressions of scorn for his rea- 
soning, resentment of his motiva- 
tion. 

And there was the most wide- 
spread disbelief that the President 
would turn a hair, when steel nego- 
tiates a new labor contract next 
spring, to make good on the sugges- 
tion of support against excessive 
wage demands that he invited them 
to infer. 

The first formal reply to the Presi- 
dent—from Chmn. Arthur B. Homer 
of Bethlehem Steel Co.—pointed 
directly to that question of rising 
wage costs, and to the effect of the 
new profit margins squeeze on the 
industry’s financial strength. Homer, 
noting Kennedy’s statement that steel 
had not had a price increase for over 
three years, added that employment 
costs had “increased substantially” in 
that period. “We remain hopeful,” he 
said, “that the Steelworkers Union 
will soon come to recognize the ne- 
cessity of stabilizing such costs.” 

Chmn. Roger M. Blough of U.S. 
Steel Corp. was the second steel 
company executive to answer Pres. 
Kennedy. He took sharp issue with 
just about every point made by the 
President to persuade the steel- 
makers not to increase prices at this 
time. “If you seek the causes of in- 
flation in the U.S., past, present or 
future,” he wrote, “you will not find 
them in the level of steel prices or 
steel profits.” A similar stand also 
was taken by Chmn. Avery C, Adams 
of Jones & Laughlin Steel Corp. 

Slammed door. Despite the indus- 
try’s reactions, and the still unan- 
swered question whether all the steel 
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producers will go along with the 
President’s request, the Kennedy 
letter appeared to close the door 
even on selective price boosts this 
fall. And such boosts were the most 
any realist had been able to hope 
for for some months. 

For there to be an increase now 
in even one steel product, some 
major steel company would have to 
defy the President’s judgment and 
leadership. At least one more pro- 
ducer would have to follow suit 
rather promptly—and then nothing 
would be final until U.S. Steel Corp. 
concurred. Theoretically, it could 
happen, but the odds seem all 
against it. 

Even as late as Sept. 6, you could 
construct a strong argument that 
there would be no base price in- 
creases, even though a few steel- 
makers insisted there would have 
to be some. 

Now the equation must accom- 
modate the President’s Sept. 7 
letter. 

Like Jack, like Ike. With his let- 
ter, Kennedy joined Harry Truman 
and Dwight Eisenhower in the 
ranks of U.S. Presidents the steel 
industry does not trust. Nowhere 
does that become more evident than 
in industry reaction to one para- 
graph, that probably was intended 
to soften the “no-price-increase” 
blow. 

Kennedy said that if steel holds 
the line again, “it would clearly 
then be the turn of the labor repre- 
sentatives to limit wage demands to 
a level consistent with continued 
price stability.” He added: 

“The moral position of the steel 
industry next spring—and its claim 
to the support of public opinion— 
will be strengthened by the exercise 
of price restraint now.” 

The responses were angry. 

“It’s not worth a damn,” said one 
recipient. 

“Tm not naive enough to believe 
that,” said another. 


Skeptical. The industry is skepti- 
cal that, during negotiations next 
spring, the President will not again 
say, as he did in his Aug. 31 press 
conference: 

“Now, my economic advisers in- 
form me that it would be possible 
for the steel companies to absorb 
[an] increase in wages without in- 
creasing prices and still insure to the 
steel companies and their owners a 
good profit.” 

Plainly, steel’s dispute with Ken- 
nedy boils down to the question of 
just what is a good profit. That has 
so many angles that the average 
steelmaker almost despairs of ever 
getting his argument across. It’s like 
proving, says one financial officer, 
that you couldn’t get along with a 
10% pay cut. 

What he meant, of course, is that 
steel won't go bankrupt if it must 
pick up the Oct. 1 employment cost 
increase—about 14¢—without price 
relief. 

But he also meant that to do so 
threatens to start the destruction of 
the patient buildup steel has been 
engaged in for 16 years. 

Postwar record. After World War 
II froze steel prices at ruinously low 
levels, steel set out to recover profit- 
ability and generate heavy retained 
earnings to help finance massive 
plant rehabilitation and expansion. 
Steel prices took off on an 11-year 
upward spiral that began to concern 
U.S. Steel by 1955. By 1958, U.S. 
Steel was so alarmed that steel might 
be pricing its product too high that 
it refused to initiate a raise in a 
single product price after the July 1 
employment cost boost. It forced its 
competitors to take the initiative. 
When they raised prices, it went 
along, but the rest of the industry 
knew what the Corporation’s reluc- 
tance meant. Thus began the price 
stability of the past 37 months. 

Foggy future. What makes Ken- 
nedys move so depressing to steel 
is what it implies for the future. 
Steel’s technology is advancing so 
rapidly that it must spend at least 
$1-billion a year, for years ahead, to 
replace worn out plants and take 
advantage of new efficiencies. The 
problem is where the money will 
come from, in 1963 and thereafter. 

Not much can come from addi- 
tional debt. Though depreciation ac- 
cruals will be high, they are in dol- 
lars that buy less than half what the 
original dollars bought. As for re- 
tained earnings, as a practical matter 
there have been almost none after 
debt service for a year or more. 

Nailed to a formula. “And now,” 
says one officer, “the President nails 
us to a net worth formula which 
ignores debt repayment.” 
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Expenditures for new plant and equipment by U. S. business 


Quarterly, seasonally 
adjusted at annual rates 
[billions of dollars] 


Manufacturing 


Durable goods industries ........ 


lron and steel 
Nonferrous metals 
Electrical machinery 
Other machinery 
Autos, trucks, and parts 
Transportation equipment 


Nondurable goods industries.......... 


Food and beverages 


TOxtie-Mill DTOGUCTS.... . ee os 
Paper and allied products .......... 
Chemicals and allied products . . 


Petroleum and coal products 
Mining 
Railroads 


Transportation, other than rail 
Public utilities 
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1961 Full Full 

Jan.- Apr.- July- Oct.- year year 

Mar. June Sept. Dec. 1960 1961 

[actual] [actual] [planned] [planned] [actual] [planned] 

Fas Grip $13.75 $13.50 $13.75 $14.20 $14.48 $13.80 
re 6.50 6.20 6.15 6.35 7.18 6.28 
ink a 1.35 1.05 1.15 1.10 1.60 1.16 
sas ani a .25 25 .25 31 .26 
rages .70 70 .65 .65 .68 .68 
ea We 1.15 1.10 1.05 1.10 1.10 1.10 
pS .70 .80 .80 .80 .89 78 
ia Se 40 .40 35 .40 42 39 
7.25 7.30 7.65 7.85 7.30 7.52 

es 95 .90 1.00 1.05 .92 .98 
.50 45 .50 0 RS Be | 

75 .70 wo 70 Sk, ve 

Soot ee 1.50 1.65 1.70 1.70 1.60 1.65 
iia wiate 2.70 2.75 2.80 2.85 2.64 2.78 
95 1.00 95 1.05 .99 .99 

ae ee .70 70 .60 .50 1.03 .63 
eee 1.80 2.05 1.90 1.94 1.88 
rere 5.35 5.50 5.95 6.05 5.68 §.75 
er 11.30 11.05 11.50 12.20 11.57 11.52 
sc wee ge00. Bae -soe0 35.68 34.56 


The upturn comes on schedule 


After touching bottom in the April-June quarter, capital 
spending rises at a rate that should accelerate. 
It promises to be a powerful economic force next year 


The new capital spending survey of 
the Commerce Dept. and Securities 
& Exchange Commission (table, 
above) shows that the decisive up- 
turn in capital spending—fore- 
shadowed by earlier McGraw-Hill 
and government surveys [BI Apr. 
29'61.p32; Jun.10°61,p105]—is now 
a reality. 

Capital outlays in the current 
quarter are running at an annual 
rate of $34.8-billion, up more than 
$1-billion from the second-quarter 
level. The spending rate touched 
bottom in the April-June quarter, 
after the recession was already over. 
As measured by the Federal Reserve 
Board’s index of industrial produc- 
tion, the recession ended in Febru- 
ary; gross national product took a 
$15.3-billion jump in the second 
quarter. But capital spending dipped 
slightly in the second quarter to an 
annual rate of $33.5-billion. 


Following the trend. The climb in 
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national income and output in that 
second quarter has now tugged capi- 
tal spending uphill behind it—just as 
has happened with remarkable regu- 
larity in the past (chart, page 27). 

As current demand for goods 
pushes industry to higher utilization 
of capacity, profit margins improve. 
Then industry, sighting bigger mar- 
kets ahead and the capital with 
which to go after them, begins to 
loosen the reins on the capital 
budget. Thus, with a time lag, capi- 
tal spending begins to spurt upward. 
That’s what is happening now. 

On the upcurve. The significance 
of the latest survey lies more in the 
quarterly pattern it reveals than in 
the very slight change in annual 
spending totals. In this situation, it’s 
the trend that counts, and the quar- 
terly data show unmistakably that 
the capital spending curve is swing- 
ing upward. 

The upturn 


will gain further 


strength as national income con- 
tinues its rise [BI Sep.9°61,p28] 
and as profits improve. 

Paul A. Samuelson of MIT, an eco- 
nomic adviser to Pres. Kennedy, 
writes in the current issue of Busi- 
ness Scope: “The level of profits 
seems strongly affected by the rate of 
change in national income.” It is 
economic advance—not just a high 
level of activity—that breeds profits, 
says Samuelson, basing his case on 
econometric studies. 

Says Samuelson: “Let the level of 
GNP merely mark time at a high 
plateau, and competition will gradu- 
ally erode away the margins of 
profit.” Right now, he suggests, is a 
time when the rise in national in- 
come and the production index “can 
be expected to generate a marked 
uprise in corporate profits.” 

Use of capacity. Research by 
McGraw-Hill economists ever the 
years strongly suggests that as utili- 
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As operating rates near full capacity ... capital spending rises again 
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zation rates move above 85% of 
capacity, pressures build rapidly for 
industry to expand facilities. 

When the over-all rate gets as 
high as 85%, it means that many 
companies must be operating at 90% 
of capacity or higher, thus already 
need more capacity. As they boost 
their spending on new plant and 
equipment, their competitors tend to 
follow suit—for fear of being out- 
distanced in technological progress 
and in the race for shares of the 
market. 

The McGraw-Hill Economics 
Dept. estimates that U.S. industry 
will be operating by yearend at an 
85% utilization rate, and it foresees 
a steady increase to 87% by the mid- 
dle of next year. This growing pres- 
sure against capacity suggests that 
capital spending will be a more 
powerful force for economic expan- 
sion next year than it has been in 
recent years. Even at the $35.9-bil- 
lion annual rate expected for the 
fourth quarter, capital spending will 
already be at a level exceeded in only 
one quarter since 1957. 

Fast recovery. At the predicted 
annual rate of $35.9-billion in the 
fourth quarter, capital spending will 
be up 7.2% from the recession low 
that was set in the second quarter 
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of this year. Such a recovery rate 
would be roughly twice as fast as 
the rise of capital spending from the 
bottom of the 1958 recession. On the 
other hand, it would be only half as 
fast as the 15.6% climb in capital 
spending during the two quarters 
following the low point of the 1953- 
54 recession. 

In both of those instances, the 
bottom for capital spending came 
after the recession had ended. 

After-effects of the 1960-61 re- 
cession have by no means wholly 
vanished from the capital spending 
sector. In the current quarter, outlays 
by manufacturers, at a $13.75-billion 
rate, is only a notch above the sec- 
ond-quarter level and barely even 
with the year’s first quarter. But for 
the fourth quarter, manufacturers 
now see a rate of $14.2-billion—a 
3.2% gain above the current pace. 

Industry groups. Among major in- 
dustrial groups, the biggest gain 
from the current quarter to the 
fourth quarter will be in mining— 
up 10.5%. In contrast, the be- 
leaguered railroads will be chopping 
their capital outlays in the last 
quarter—by 16.7%. 

For all industry, the new SEC- 
Commerce survey estimate of $34.56- 
billion for the whole of 1961 is a 
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shade above the forecast made last 
June. On a year-to-year basis, the 
drop for the year will still amount 
to about 3%. However, the drop in 
the first half of the year, which 
slightly exceeded expectations, will 
be compensated by a slightly greater 
rise in the second half than had been 
anticipated. 

Major contributors to the over-all 
decline of 3% for the year are dur- 
able goods producers and the rail- 
roads. For the year as a whole, the 
steel industry's capital outlays are 
expected to be 27.5% below last 
year, and autos and railroads will 
register declines of 12.4% and 38.8% 
respectively. 

Nondurable goods manufacturers 
will turn in an impressive investment 
performance for 1961 as a whole. 
Except for textiles, paper, and rub- 
ber, all nondurable producers are 
planning to make larger capital out- 
lays in 1961 than in 1960. Chemical 
companies are boosting their spend- 
ing to $1.7-billion—close to their 
record 1957 outlays; and petroleum 
companies are planning to invest 
$2.8-billion in capital facilities, their 
biggest outlay since 1957. All non- 
durable groups will be boosting their 
capital spending in the second half 
of this year. 
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Bank of America’s Roland Pierotti shows San Francisco 
sights to Italy’s Ettore Lolli and Luigi A. Laschi. 


Business parley 


feels pall of 


cold war gloom 


International conference at San 
Francisco finds management 


problems overshadowed by crisis 


Five hundred of the free world’s 
highest ranking business executives 
gathered in San Francisco this week 
to talk business, but their thoughts 
and conversation never wandered 
far from the Brandenburg Gate. 
The occasion was the week-long 
International Industrial Conference 
co-sponsored by Stanford Research 
Institute and the National Industrial 
Conference Board. The formal pro- 
gram (page 112) was clearly aimed 
at the mutuality of interest that exists 
between the business statesmen of 
the advanced societies and those of 
underdeveloped and developing na- 
tions. As far as the agenda was con- 
cerned, Berlin was 7,000 miles away. 
Sir Oliver Franks, chairman of 
Lloyds Bank, Ltd., delivered a 
scholarly plea in behalf of the new 
nations and their yearning for the 
economic benefits that flow from an 
orderly development of indigenous 
industry. If only in our own en-, 
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At garden party, Stanford’s Pres. J. E. Wallace Sterling wel- 
comes builder Stephan D. Bechtel and his wife. 





Camera in hand, Kiichiro Satoh, chairman of Japan’s Mitsui 
Bank, looks over the garden party. 


lightened self-interest, he said, we 
must neither attach political strings 
to the aid we give them nor limit 
our trade to the raw materials they 
are able to supply. Their economic 
self-sufficiency and the long-range 
welfare of the free world depend on 
our acceptance of them as full- 
fledged partners. 

Interdependence. The economic 
interdependence of the free peoples 
—and the mechanics of marketing, 
finance, trade, management, and 
technological advance—provided the 
dominating theme of the formal 
program to which some 66 distin- 
guished speakers addressed them- 
selves. These were men of the caliber 
of du Pont’s Crawford Greene- 
walt, Pakistan’s M. A. Rangoonwala, 
Chmn. Kiichiro Satoh of the Mitsui 
Bank, Piero Giustiniani, managing 
director of Montecatini, Pres. Harold 
Boeschenstein' of Owens-Corning 
Fiberglas, Chmn. Henry C. Alexan- 


der of Morgan Guaranty Trust, 
Chmn. G. L. Mehta of India’s Indus- 
trial Credit & Investment Corp., 
Pres. Joseph A. Grazier of American 
Radiator & Standard Sanitary, Pres. 
Logan T. Johnston of Armco Steel, 
Chmn. Sir Sik-Nin Chau of the Hong 
Kong Chinese Bank, Pres. Edgar F. 
Kaiser of Kaiser Industries, Her- 
mann J. Abs, managing director of 
the Deutsche Bank, Chmn. Charles 
H. Kellstadt of Sears, Roebuck & 
Co., and Chmn. Harold H. Helm of 
the Chemical Bank New York Trust. 

That, too, was the broad theme 
to which John J. McCloy, retired 
chairman of the Chase Manhattan 
Bank, was expected to address his 
keynote remarks. But McCloy, since 
his “retirement” last December, was 
recalled to public service as Pres. 
Kennedy’s special adviser on dis- 
armament, and international events 
of recent weeks have focused sharply 
on the anomaly of his job in a world 
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Keynoter John J. McCloy (left) greets Sir Oliver Franks, head of Lloyds 
Bank and ex-envoy to Washington. 


Sigs! 
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Off to work. Delegates climb steps of the Masonic Auditorium for pre- Opening session hears McCloy deliver grim 
liminary session of International Industrial Conference, sponsored by warning of world perils. Ex-Defense Secy. Neil 
National Industrial Conference Board and Stanford Research Institute. H. McElroy sits on dais. 
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clouded by threat of nuclear war. 

As they did at the birth of the 
U.N. in 1945, flags of some 60 na- 
tions snapped in the breeze off the 
Golden Gate as McCloy solemnly 
laid aside his topic—the role of 
business leadership in world eco- 
nomic problems—and shifted to a 
bare-knuckles review of events lead- 
ing to the current crisis in world 
affairs. 

Frustration. The frustration of 
dealing with the Soviet Union, said 
McCloy, was epitomized in the col- 
lapse of the Geneva discussions look- 
ing to a ban on nuclear testing. “The 
nature, speed, and number of the 
recent Soviet nuclear explosions 
make it abundantly clear,” he said, 
“that all during those negotiations 
the most elaborate preparations had 
been going on in the Soviet Union 
for the resumption of tests.” 

McCloy put in a strong pitch for 
the bill to set up a disarmament 
agency that won unanimous support 
in the Senate Foreign Affairs Com- 
mittee last week. He pointed out, 
though, that “disarmament itself is 
not synonymous with peace,” that 
if along with it we do not push 
our search for an “honorable sub- 
stitute” for war, “one day it is al- 
most inevitable we will all share 
disaster.” 

However Utopian it may seem, he 
said, to search for realistic methods 
of settling international disputes, the 
alternative that arises in the presence 
of 100-megaton bombs “‘is a very real 
and a very sinister one.” 

Grim picture. “Viewed in_ this 
light,” he said, “it may make the 
search for a better means of settling 
our differences seem much less Uto- 
pian and much more necessitous. 

“We all know that we are not 
dealing only with a single city— 
Berlin—or only with Germany, for 
that matter. We know we are deal- 
ing with the standing and integrity 
of the whole free world. The subject 
is too delicate for us to be proffer- 
ing solutions from this platform, but 
as businessmen we no longer can 
continue to look only at the indus- 
trial problems of the world and think 
we are doing our full duty or ‘mind- 
ing our business.’ 

“There may very well be no in- 
dustrial problems to worry about if 
we do not look up from our con- 
centration on producing and market- 
ing problems and start thinking right 
away as to how we are to solve the 
greater issues with which the world 
is now faced.” 

In that milieu, the ensuing discus- 
sions of business ethics, executive 
development, research, the multina- 
tional company, and allied topics 
assumed a more somber tone. 
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Filter papers go into a U-2 for air sampling of debris from Soviet bomb tests 


What Soviets aim at 
in bomb tests 


Full assessment of results awaits study of data, 
but U. S. scientists see effort to build complete nuclear 
arsenal, test a super-bomb trigger, train troops 


It will be another week or two before 
U.S. scientists can make a hard 
assessment of just how far the 
U.S.S.R. has progressed, in_ its 
current test firings, in developing 
nuclear weapons. 

An intricate monitoring network, 
including U-2 planes to take high- 
altitude air samplings (picture) as 
well as a host of radar and seismic 
stations, has been keeping constant 
track of the tests. All this information 
must be carefully fitted together, 
then analyzed by experts, to get any 
clear idea of the aims of specific 
test firings. 

But the consensus of scientists, 
on the basis of a quick judgment of 
the pattern of the first nine Russian 
tests, between Sept. 1 and Sept. 13, 
is this: 

* The Soviet Union, after what 
must have required months, if not 
years, of preparations, is launched on 
an extremely wide-ranging program 
of nuclear weapon development. 

* Soviet scientists have pinpointed 
for study specific areas of bomb 
research and development. They are 


attempting methodically, but rap- 
idly, to fill in gaps in their tech- 
nology so Russia can stockpile a 
complete arsenal of nuclear bombs. 

Small and big. One immediately 
determinable point—the varying size 
of the bombs being tested—supports 
both conclusions. The first five test 
explosions—in Soviet Asia—were all 
fairly small as nuclear explosions go. 
They ranged in yield (the measure 
of a nuclear bomb’s explosive power) 
from 150 kilotons (equivalent to 
150,000 tons of TNT) to about 20 
kilotons (roughly the yield of the 
1945 atomic bomb the U. S. dropped 
or Hiroshima). 

But No. 5 and No. 7 in the Soviet 
series were much more powerful 
explosions. The U.S. Atomic Energy 
Commission reported both as in the 
multimegaton range. They were 
probably thermonuclear explosions. 
Bombs of this power certainly are 
not being tested for use as mobile 
field weapons. Their power (and 
probably their weight and _ size) 
would indicate that they are being 
tested as components of weapons 
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to be carried by planes or intercon- 
tinental ballistic missiles. 

Such bombs might be under de- 
velopment either as part of an anti- 
missile defense system or as trigger- 
ing devices to set off a super-bomb 
in the 100-megaton range. 

Scientists who have learned to 
give weight to pronouncements of 
Russian leaders as indicating Soviet 
scientific intentions lean to the latter 
view. Premier Khrushchev has re- 
peatedly warned that his scientists 
are able to manufacture a 100-mega- 
ton bomb. So it is reasonable to as- 
sume, scientists say, that the larger 
Soviet blasts were testing the trigger 
for such a bomb. 

Troop training. The shift in the 
test sites after the first four kiloton 
blasts is further evidence of an ex- 
tremely broad and well planned 
Soviet test program, U.S. scientists 
say. There may be added signifi- 
cance in the fact that the big mega- 
ton shots were exploded over the 
Barents-Kara Sea area of northern 
Russia, where Soviet troop maneu- 
vers are going on. 

The Russians may be attempting to 
give actual nuclear bomb blast train- 
ing experience to hand-picked mili- 
tary groups. Such training could be 
important in the event of nuclear 
war, U.S. scientists point out. 

In its own series of small atmos- 
pheric bomb tests in 1958, the U.S. 
learned something about how troops 
can operate in the proximity of a nu- 
clear blast. But it’s difficult, if not 
impossible, to project information 
gained from small bombs to bomb 
blasts in the megaton range. 

If the Russians have been able to 
acquire such information as a by- 
product of their current tests, that 
would increase the military signifi- 
cance of the firings. 

Closing gap. From a strictly scien- 
tific standpoint, U.S. observers see 
nothing to date to indicate that the 
Russians have moved ahead of the 
U.S. in nuclear technology. 

But all signs add up to an im- 
mense effort by the Russians to close 
what remains of the U.S. develop- 
mental lead. 

Why so fast? The quick succession 
of Soviet test firings is not consid- 
ered unusual or particularly mean- 
ingful. It’s customary, in running a 
series of nuclear tests, to set them 
off in rapid succession. In February 
and March of 1958, the Russians 
detonated a series of 10 nuclear de- 
vices. In October and early Novem- 
ber, they set off 16 blasts. 

The U.S. has followed the same 
sort of rapid-fire test program. From 
April to July of 1958, the U.S. ex- 
ploded 29 nuclear devices at its 
Pacific Test Site. In Nevada, in Sep- 
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tember and October of 1958, 19 
more blasts were set off. 

The reasons are many. But mainly, 
scientists point to their inability to 
scale nuclear weapon designs up or 
down in size by mathematical for- 
mulas alone. There must be actual 
test firings to prove the feasibility of 
new ideas to increase the yield-to- 
weight ratio of any new bomb con- 
figuration. Laboratory tests can dis- 
prove certain things. But to obtain 
positive proof that designs are cor- 
rect, it is necessary to explode a de- 
vice of the particuiar size desired. 

Not closed off. Scientists agree on 
another point that makes multiple 
tests necessary. They claim they 
don’t know how big a bomb they can 
reasonably expect to test reliably un- 
derground. But they agree there is 
undoubtedly a limit. 

This is one reason the U.S. has 
been careful not to close off com- 
pletely the possibility of resuming its 
own atmospheric test program. 
One program that can be advanced 
only so far in the laboratory, and will 
require testing to perfect, is the 
Nike-Zeus anti-missile missile pro- 
gram [Bi Sep.9’61,p133]. Another 
is determining just how good are the 
so-called “hardened” silos that house 
the Atlas, Titan, and Minuteman 
ICBMs. 

These missile bases are the key to 
U.S. ability to retaliate after a nuc- 
lear attack. But they were largely 
set up on the basis of evidence from 
the 1958 tests and, many U.S. au- 
thorities believe, may not take ad- 
vantage of the latest in technology. 
Only actual testing under bomb 
blast conditions can show whether 
their construction should be changed. 

What Russians aren’t doing. As 
fast as U.S. monitoring stations 
gather data on current Soviet tests, 
they shoot it to government experts 
for detailed analysis. Air samples go 
to the Radiological Health Labora- 
tory at Rockville, Md., which among 
other things makes a count of radio- 
active debris at precise altitudes a 
certain number of hours after a 
bomb explosion. 

The high radioactive count after 
each of the first four Soviet tests 
indicates clearly that the Russians 
were not as yet testing a “clean” 
bomb—that is, in simplest terms, 
a thermonuclear or hydrogen bomb 
with a non-fissionable (non-A-bomb) 
trigger. 

It's also an indication that the 
Soviets are not ready, at least at this 
point, to test the much-talked-of 
neutron bomb, which would have 
massive ability to kill by lethal rays 
but cause little physical damage. 

The general principles behind a 
neutron bomb are well known. If 


heavy hydrogen could be made to 
react with itself, the energy of each 
neutron released would be about 3- 
million volts. This would mean that 
one gram of heavy hydrogen could, 
theoretically, expose anyone within 
a half-mile of the fusion point to 
five times a lethal dose of radiation. 

Political fears. Perfection of either 
a “clean bomb” or a neutron bomb 
would be a tremendous step for- 
ward in the science of nuclear phys- 
ics. But the scientific significance 
would not be so great as the po- 
litical. For the world at large, the 
announcement that either the Soviet 
Union or the U.S. had reached this 
point would have tremendous im- 
pact. 

Another fear is that the Soviet 
Union, if its current tests succeed, 
might suddenly call a halt to its 
own atmospheric explosions and 
seek to block U.S. test plans with 
new offers to negotiate. 

Sources close to Pres. Kennedy 
discount this. They say the decision 
has been made to conduct at least 
one round (six to 12 shots) of under- 
ground weapons tests in Nevada— 
probably starting this week—and 
the plan will not be changed now, 
regardless of any calls for new talks. 

A joint Congressional committee 
was advised this week of U.S. plans 
and the latest interpretation of the 
Soviet tests. 

Schedule. Details of U.S. inten- 
tions, obviously, are wrapped in 
secrecy [BI Sep.9’61,p30]. But the 
general shape of operations is clear: 

« Weapons tests in Nevada get 
top priority. U.S. scientists, like 
those in Russia, want more data on 
small kiloton devices in order to per- 
fect better nuclear weapons of field 
artillery type. 

# Next in military importance is 
Project Vela, aimed at perfecting 
new seismic devices to detect under- 
ground nuclear explosions. The AEC 
has spent over $2-million for pre- 
liminary tunnel work in the Tatum 
Salt Dome (30 mi. southwest of Hat- 
tiesburg) and the Bruinsburg Salt 
Dome (in Claiborne County), both in 
Mississippi. But it’s unofficially re- 
ported to be not yet ready for test 
firings. 

# Project Gnome may get the 
nod ahead of Vela: Gnome started 
out as a project for producing elec- 
tric power from the heat of an under- 
ground explosion, but has had some 
detection tests added to it. Gnome 
tests will be run off at Carlsbad, 
N. M., where a 1,200-ft. shaft has 
been dug in a salt bed, with hori- 
zontal shafts leading out from it to 
house test bombs. Test facilities will 
be completed late this year, with a 
possible first test firing in December. 
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Du Pont nearer to ending GM tie 


A House committee bill would ease tax burden on company’s 
shareholders if it distributed GM stock to them 


Although the bill is far from final passage, chance of 
favorable action seems better than ever 


With this in mind, du Pont has filed in Chicago court 
‘a flexible plan for divestment of its GM shares 


A solution to the problem of divest- 
ing itself of its General Motors 
Corp. stock soon may be at hand 
for E.I. du Pont de Nemours & 
Co., which has been under govern- 
ment pressure to get rid of the stock 
for 12 years. The House Ways & 
Means Committee last week ap- 
proved legislation that would greatly 
reduce the tax burden on du Pont 
stockholders if the GM shares are 
distributed to them. 

The bill would treat GM_ stock 
distributed to du Pont stockholders 
as a return of capital rather than as 


income. This would relieve many 
smaller, more recent du Pont share- 
holders from any immediate tax. 


Long-time holders would be harder 
hit, but still would pay less tax than 
if there were no legislation. 

The House committee’s action is 
only the first step on the long road 
to Congressional passage of such a 
tax bill. The measure’s fate is still 
uncertain, but the atmosphere is 
more favorable now, at least in part 
because of an intensive and skillful 
campaign of personal lobbying that 
du Pont Pres. Crawford H. Greene- 
walt has been conducting. House 
Ways & Means Chmn. Wilbur D. 
Mills (D-Ark.) pressed to get the 
measure before the full House this 
week, and Senate Finance Commit- 
tee Chmn. Harry F. Byrd (D-Va.) 
called a hearing on the House bill 
prior to bringing it before the Sen- 
ate soon after any House action. 

Protracted litigation. Du Pont 
holds 63-million shares of General 
Motors stock, about 23% of the total 
outstanding. The Justice Dept. first 
attacked the holdings in 1949. 

The case went to trial in Chicago 
in 1952, and two years later District 
Judge Walter J. La Buy dismissed 
the government complaint of a con- 
spiracy to violate the Sherman and 
Clayton antitrust acts. A govern- 
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ment appeal to the Supreme Court 
led to a ruling in 1957 that although 
officers of both companies had acted 
without intention to violate the law, 
du Pont’s ownership of the large 
chunk of GM stock created a “rea- 
sonable probability” that the rela- 
tionship could lead to a monopoly. 

The case was sent back to Judge 
La Buy, who in 1959 ruled that du 
Pont could pass along voting rights 
on the GM stock to its shareholders, 
but could retain title to the stock 
itself. One of La Buy’s prime con- 
siderations was the effect the dis- 
tribution or sale of the GM _ stock 
would have on individual sharehold- 
ers. Another government appeal 
brought a Supreme Court ruling in 
May that du Pont must divest itself 
of the GM shares within 10 years. 

Du Pont’s proposal. So, early this 
month du Pont sent a divestment 
proposal to Judge La Buy in Chicago 
district court. In filing its plan, it 
took into consideration the possibility 
that Congress might come through 
with new tax legislation. If Congress 
passes the tax bill, du Pont probably 
will distribute most of the GM 
shares directly to its shareholders. 

Under present law, du Pont stock- 
holders receiving GM stock would 
have a tax bill of about $1-billion 
because in tax terms the GM shares 
would be regarded as ordinary cash 
income. Greenewalt has said in view 
of this staggering tax bill, the com- 
pany will not consider straight distri- 
bution without a change in the law. 

The company’s alternative is a 
mixed approach to divestiture. It 
would dispose of 15-million or so 
shares by paying part of its dividend 
in GM stock instead of cash; possibly 
another 10-million shares would be 
disposed of through an exchange 
offer, and the remainder would be 
sold outright. But the drawback to 
this plan in the company’s mind is 


the possibility that the load of some 
35-million GM shares on the stock 
market would severely depress prices 
for GM stock. 

Justice’s position. The Justice 
Dept. has no objection to giving du 
Pont flexibility in divesting itself of 
the GM stock, so long as the job is 
done. 

Justice does not feel a tax law is 
necessary to improve the antitrust 
enforcement. A spokesman told the 
Senate Finance Committee this week 
that the department does not recom- 
mend enactment of the bill under 
consideration. 

Stumbling block. There is a major 
point on which Justice Dept. lawyers 
may be hard to satisfy. That is the 
place of Christiana Securities Co., a 
du Pont holding company, in any 
divestment plan. 

Christiana holds about 30% of du 
Pont’s shares, and in the event of a 
distribution of the GM stock, Chris- 
tiana would stand to get nearly 20- 
million GM shares for its own. This, 
believe Justice antitrust attorneys, 
simply would mean a “reconcentra- 
tion” of du Pont power over GM 
from the company to Christiana. 

Du Pont’s proposed divestiture 
plan in Chicago avoids the matter 
of Christiana completely, but a 
memorandum that accompanied the 
plan notes that both Christiana and 
GM probably will want to inform 
the court of their views on how the 
job should be done. 

On Justice’s part, there is almost 
certain to be objection to Christiana 
obtaining and holding any sizable 
chunk of GM stock. Justice probably 
would ask the district court to avoid 
this somehow, such as requesting 
that du Pont be enjoined from dis- 
tributing GM shares to Christiana or 
asking the court to order that Chris- 
tiana sell any GM stock it might 
receive. 

Tax argument. In lobbying for the 
tax bill, du Pont’s Greenewalt stressed 
that the bill actually would tend to 
increase tax revenues if the bill 
passes and du Pont distributes most 
of the GM shares directly to stock- 
holders. He estimated the Treasury's 
tax take at $350-million. But if the 
bill doesn’t pass, and du Pont uses its 
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respects my time” 


“Willard Peet of American Mutual never wastes 
a minute,” says Charles Passmore, Vice President 
and Treasurer of Uarco Incorporated, large manu- 
facturer of business forms. “He has performed a 
real service to our employees by helping us improve 
our coverage and at the same time has brought our 
Workmen’s Compensation rate 30.7% below the 
industry average, for the last five years.” 











Long training and experience make it possible for 
American Mutual men to help you get better pro- 
tection at lower cost. Our fully-staffed offices are 
located throughout the country. There’s one near 
you... and you can find it in the Yellow Pages. 


merican —~; 


utual A 


LIABILITY INSURANCE COMPANY At Uarco headquarters in Chicago, Charles 
©1961, American Mutual Liability Insurance Company, Wakefield, Massachusetts Passmore left Vitet=) President Pyare! Treasurer 


: : of Uarco, and Willard H. Peet, Sales Manager 

Insurance buyers like our comprehensive new booklet, of American Mutual’s Chicago Office, 

“Closing The Gaps In Your Business Insurance Protection.” examine one of the hundreds of business 

For a copy, write us at Dept. B-I. forms Uarco manufactures for all types of 
office equipment. 

















mixed divestment plan, then he said 
tax revenues would be about $20- 
million less. 

How it would work. Specifically, 
this is how the proposed tax law 
would help the 200,000 du Pont 
shareholders in the event the GM 
shares are distributed directly to 
them: 

The holders of du Pont’s 45,972,- 
608 shares would receive about 1.37 
GM shares for every du Pont share. 
The GM shares would be treated as 
return of capital, not income. The 
amount of tax due would be based 
on a combination of the market 
price of GM stock at the time of 
distribution and the original price 
paid by the shareholder for his du 
Pont stock. 

Assume, for example, that on the 
day of distribution, the 1.37 GM 
shares had a value of $60 and as- 
sume that the du Pont shareholder 
originally bought his stock for $100 
a share. He would have to pay no 
tax at all at the time of the distribu- 
tion. But he would write down the 
initial cost of his du Pont stock from 
$100 to $40 (subtracting the GM 
stock’s market value at the time of 
distribution ). Whenever he sold his 
du Pont stock, taxes would be calcu- 
lated on an initial cost of $40 rather 
than $100. His taxes on any sale of 
the GM stock would be based on an 
initial price to him of $60. 

But assume the du Pont share- 
holder bought du Pont for $40 a 
share. At the time of distribution he 
would owe capital gains tax on $20 
for each share—the difference be- 
tween his initial $40 cost and the 
market value of $60 for the GM 
shares. Furthermore, his original in- 
vestment would be reduced to zero, 
and any time he sold his du Pont 
shares, he would have to pay capital 
gains on the entire selling price. 

The effect. Du Pont has not sold 
for as little as $60 since the late 
1940s. The measure, therefore, would 
mean smaller, more recent du Pont 
shareholders would pay no immedi- 
ate tax. The long-term shareholders, 
including the du Pont family, would 
not be so fortunate, but the taxes 
paid would still be less than if no 
new legislation were passed. 

In addition, the proposed tax bill 
would do two other things: It would 
require, at a judge’s discretion, a 
court-ordered divestment to take 
place in the shortest possible time. 
This makes it likely, if the measure 
passes, that du Pont will be rid of the 
63-million shares in far less than 10 
years ordered by the Supreme Court. 
The bill also would raise the effec- 
tive tax rate on shares received by a 
corporation in a court-ordered di- 
vestiture. 

’ 
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Ford's big deal 
to expand space work 


Auto company plans to acquire Philco through exchange of 
stock to give it bigger stake in electronics. 
Ford also would get into appliances for the first time 


A rumor that has thrived in Detroit 
for a decade—that Ford Motor Co. 
was about to go into the electric 
appliance business—finally came true 
this week when Ford announced 
plans to acquire Phileco Corp. 

But what Ford apparently is most 
interested in acquiring is an elec- 
tronics business, both to get profits 
from that type of operation and to 
work with Ford’s space arm, the 
Aeronutronic Div. Ford’s highest 
executives have been giving Aero- 
nutronic their personal attention— 
and also some of Ford’s best 
managerial talent. Aeronutronic’s 
activities now center on defense and 
space exploration—activities for 
which no company seems to have 
enough scientists. 

Philco Corp.—70-year-old maker 
of radios, TV sets, and household 
appliances—recently has become 
active in space vehicle projects. Near 
its Philadelphia headquarters are a 
transistor and tube plant, a computer 
plant, and a new research labora- 
tory. Its Western Development La- 
boratories at Palo Alto, Calif., con- 
centrates on developing ground con- 
trol equipment and other space 
vehicle products. 

Challenge. But most immediately 
Ford, in an exchange of stock that 
will be the equivalent of a price of 
$100-million, is buying into the ap- 
pliance industry. And, in doing so, 
it will run into the same fierce com- 
petition it has suffered in the auto 
business. At the top, of course, is 
General Electric Co., followed by 
General Motors, Westinghouse, and 
the RCA-Sears-Whirlpool combine. 
That’s one of the toughest leagues 
in industry. 

That Ford decided to buck the 
field indicates a confidence in its own 
management and marketing. Weak- 
ness in these categories, rather than 
in product, has been handicapping 
Philco in its efforts to stay afloat in 
the appliance business. 

Potential to spare. Ford, on the 
other hand, is loaded with manage- 
ment and marketing potential. To 


the extent that this influenced Ford’s 
move to acquire Philco, it recalls the 
original du Pont interest in GM. Du 
Pont, shrunken by disarmament at 
the end of World War I, saw in GM 
a home for carefully trained young 
executives. 

Philco will add some $400-million 
to Ford’s sales volume of about $5.5- 
billion. But in the first half of 1961, 
Philco showed a loss of $8:4-million, 
due to the recession and “price weak- 
ness in the semiconductor fields.” 

In contrast, Ford earned $71.7-mil- 
lion or $7.79 a share in 1960, and 
$3.81 a share for the first half of 
1961. Ford’s earnings without Philco 
may run to $8 a share for the whole 
of 1961, and Wall Street analysts 
have been talking in terms of $10 a 
share for 1962. Thus, the addition of 
Philco will mean some immediate 
dilution in earnings even though it 
may strengthen the company over 
the long run. 

Stock deal. In the mechanics of 
the transaction, Ford will issue one 
share of Ford common stock for 4.5 
shares of Philco common. Holders of 
Philco preferred will receive for each 
share an amount of Ford stock equal 
to $101.50, plus cash equal to ac- 
crued and unpaid dividends—the 
exact number of Ford shares to be 
determined by the market price of 
Ford stock before the closing of the 
deal on Nov. 30. 

On the day the news broke this 
week, Ford stock was at $98.75, and 
Philco at $24.25. As Philco has 4,104,- 
033 common and 100,000 shares of 
preferred outstanding, Ford’s offer 
amounts to considerably less than 
the total market value of Philco 
stock. 

In other recent moves—the pur- 
chase of the remaining shares of Ford 
of England and acquisition of Elec- 
tric Autolites’ business—Ford used 
cash. Although Ford had $1-billion 
in cash and securities on June 30, 
heavy new-model expenses and pos- 
sible production disruption because 
of labor trouble may have dictated 
the use of stock in the Philco deal. 
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Most industrial gates are welded; smack one with 
a truck and you have to burn off the damaged 
section and weld on a new one. It’s a major 
rebuilding job. 


But Cyclone gates are made 
with sleeve construction; re- 
move a few rivets, insert a new 
part and you have a new gate. 





Cyclone gates have adjustable 
truss rods. Most welded gates 
don’t. Truss rods help true up 
a gate and keep it true. We say our gates never 
sag. They don’t. 











Cyclone uniformly galvanized 


Some chain link fence is galva- 
nized before weaving. Twisting, 
turning and bending by weav- 
ing machines may break the 
seal of zinc; leave uncoated 
ends to invite corrosion. 


USS Cyclone Fence is galvanized after weaving. 
With the Galv-After process, developed by Cyclone, 
none of the protective zinc is removed from 
Cyclone chain link after it leaves our hot-dip 
tanks. This adds years to fence life. 





Every part engineered to job 


Take the 4” piece of wire we use to 

fasten fence fabric to line posts. It’s 

about the smallest thing that goes 

into a Cyclone fence, yet we’ve gone 

to the trouble of pre-shaping it into a clip. The 
clip makes a neater, tighter job and helps us get 
your fence up faster. This saves you money. 


5) For safety, dependability, economy 


Cyclone H-Post for strength 


The Cyclone H-Post is solid steel 

covered with a heavy coat of 

zinc. It’s:designed like a beam 

for extra strength. Its flange and 

web make a better bond with concrete than the 
round type of line post. There’s no inside surface 
to corrode; all surfaces are exposed and zinc 
protected. The H-Post won’t crimp if something 
rams it. You have to twist it first, then bend it to 
put it down. If it does go down, you can straighten 
it with heat. 


69 Cyclone branches 


Cyclone has 69 branch offices throughout the 
country. Which means, wherever you are, we’re 
reasonably close by. Say your home office is in 
Pittsburgh and you want a fence around your 
plant in Houston, Texas. You call our Pittsburgh 
office and we handle it from there. A man is sent 
out from our Houston branch to estimate the job. 


Ail paper work, correspondence and telephone 
calls are handled through Cyclone. You don’t 
move a finger until you sign a contract. That’s 
the most convenient service in the industry. 


Know the brand 


Cyclone is the largest manu- 
facturer of chain link fence 
in the world, and one of the oldest. 


We've been in business 74 years. Cyclone is not 
a type of fence, it’s the name of one particular 
brand of fence. The only company that makes 
USS Cyclone Fence is the American Steel and 
Wire Division of United States Steel. And the 
only people who sell it are the 69 USS Cyclone 
Branch Offices around the country. 


USS and Cyclone are registered trademarks 


American Steel and Wire 
Division of 
United States Steel 
































In business 


Atlas booster sends robot astronaut 
on near-perfect orbital ride 


The sometimes temperamental Atlas booster gave the 
manned space flight program a healthy shove this week 
when it performed with precision to send a robot astro- 
naut in a two-ton Mercury capsule on a single 110-min. 
orbit of the earth. 

The one slight flaw in the flight was a miscalcula- 
tion of the impact point, which delayed recovery; the 
capsule landed in the Atlantic 160 mi. east of Bermuda, 
about 40 mi. off target. 

The fine performance of all the other systems greatly 
increases U.S. hopes of sending a man on a three-orbit 
trip around the earth this year. 

At midweek, NASA indicated one more trial flight 
probably would be made before putting an astronaut 
aboard. 


17 Sears, Roebuck suppliers 
merging into a single company 


Seventeen non-competing Southern suppliers of Sears, 
Roebuck & Co. are merging into a single company, to 
be called Kellwood Co. Headquarters will be in Chi- 
cago, 30 minutes from the general offices of Sears, which 
absorbs a major portion of the $80-million combined 
annual sales of the 17 companies. 

The merging companies produce apparel and spe- 
cialty items under private label. Each will be operated 
as an autonomous division, represented by one director 
on the Kellwood board. Sears, which says it likes the 
merger, has been offered two seats. 

The consolidation is expected to be in effect by year- 
end, with coordination of such activties as accounting, 
engineering, and design. 


Rockefeller urges ICC to force 
merger of New York Central-C&0-B&0O 


Gov. Nelson A. Rockefeller of New York has urged the 
Interstate Commerce Commission to force a three-way 
merger of the New York Central, the Chesapeake & 
Ohio, and the Baltimore & Ohio. The commission is 
considering competing applications by the Central and 
the C&O to acquire stock in the B&O. The three-way 
plan is not up before the commission, but has been 
opposed by the B&O and the C&O and has been infor- 
mally urged by the Central, which says that without the 
merger it cannot compete with the expanding Pennsy]- 
vania RR. 

Rockefeller urged ICC to permit both the Central 
and the C&O to acquire B&O stock, as a prelude to 
consolidation. The governors of Kentucky, Maryland, 
Virginia, and West Virginia have objected to a three- 
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way merger for the present, citing the Central’s debts 
and losses. 

Rockefeller also joined the Justice Dept. and some 
congressmen in urging ICC to take a big-picture look 
at all Eastern rail merger proposals, rather than consid- 
cring them individually. 


Utilities plan $8-billion new lines, 
see no need for a federal grid 


Privately owned electric utilities will meet the poten- 
tial challenge of a federal network of transmission lines 
by spending some $8-billion by 1970 to add 100,000 
more miles to the nation’s 364,000 miles of transmission 
lines. The program was announced this week by Edison 
Electric Institute, after a two-year survey. 

The new lines will more than double the present 
$6.7-billion investment in such facilities. 

Philip A. Fleger, EEI president and the head of 
Duquesne Light Co., said these plans mean that “there 
is no need for major government projects to build trans- 
mission lines.” 


New switch on the credit card 
gets you a discount for paying cash 


There’s a new wrinkle in marketing—the credit card 
in reverse. The Cash Card International Club, for $10 
a year, will give you a card entitling you to discounts 
of 5% to 40% at member stores—provided that you 
pay cash. 

The cash card is being promoted in the Washington 
(D.C.) area by Connie B. Gay, who parlayed “country 
music” into the ownership of a number of radio sta- 
tions. He has lined up a number of retail outlets— 
mostly the smaller ones—and if the idea catches on he 
plans to expand to other cities. 





Justice Dept. presses for showdown 
on mergers of large banks 


The Justice Dept. intends to press for quick court 
action on antitrust suits it filed in two major bank 
merger cases, even though it failed to get temporary 
restraining orders to block the mergers. 

The two mergers involved Manufacturers Trust and 
Hanover Bank in New York (the combination is now 
New York City’s third largest and the nation’s fourth) 
and Chicago’s Continental Illinois National Bank & 
Trust Co. and City National Bank & Trust (now the 
nation’s ninth largest bank). 

In the New York case, all parties concerned agreed 
that the trial of the government’s antitrust suit against 
the banks should be held before the year is out. Justice 
also seeks an early court test in the Chicago case. 
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Kennedy tries 
to live down 
anti-business tag 





Why management 
gets upset 


} 


A business call 
at White House 














Washington outlook Bi 


September 16, 1961 


Pres. Kennedy is well aware of the anti-business reputation his Adminis- 
tration has acquired over recent months. And the same is true of the 
President’s top advisers. 

The official line, however, is that the business attitude is entirely with- 
out justification. Officials blame the situation on the failure of businessmen 
to understand the programs and aims of the Administration. And this 
failure they attribute in large measure to an “anti-government bias” in the 
business community, especially in the organizations of businessmen. 

How to improve government-business relations is much on the minds 
of some of Kennedy’s advisers these days. They see business confidence 
in, and acceptance of, the Administration’s program as essential if the 
Kennedy goals of full employment, more welfare benefits, and stronger 
defense are to be achieved without an inflation whirl. 

A few steps are being taken and others are planned. 

It’s too early for any firm conclusions about what, if anything, of con- 
sequence will come of it all. But it is significant to note that so far ideas 
seem limited to establishing a better liaison with business—better public 
relations. There seems to be no consideration of policy changes to quiet 


business fears. 


The background is this: 

When Kennedy won his close victory last November, businessmen were 
hopeful—saw no real problem in the New Frontier [Billi Nov.19°60,p42]. 
Since then, things have changed as Kennedy went to work. 

«The magnitude of spending, with emphasis on welfare, became clear. 

«The Administration stepped into the wage-price issue. 

«The antitrusters got to work, filing new suits and—more unsettling— 
making threats that appeared directed at all business. 

«The promised tax-incentive program ignored business preferences and 
favored untried ideas. 

" Federally financed public power got a new lift. 

«Regulated industries came in for heckling. 

«Commerce Secy. Luther Hodges set about reforming the Business 
Advisory Council, a point of much business-government contact, with 
the result that BAC divorced Hodges and set up its own business council. 

= Business contact with the White House just about dried up. 

The Kennedy letter to steel executives asking them to hold the price 
line when their wage scale goes up Oct. 1 is the most recent development 
in the chain (page 25). It probably was coincidence, but the letter came 
during the week the Auto Workers won another contract—three more years 
of annual boosts in wage costs for that industry. 


These are the things that have brought on the business estrangement. The 
uneasiness that developed in the winter had reached the point of wide- 
spread concern by midsummer [BI Jul.22’61,p25]. Now the judgment in 
the business community runs strongly to the conviction that the Adminis- 
tration is “anti-business” and “pro-labor.” 

Kennedy, who has made himself much less available to businessmen 
than did Eisenhower, recently expressed a desire for more frequent con- 
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Washington outlook continued 


tact. Whether this was anything more than just a social gesture remains 
to be seen. The way it came about is interesting. 

The National Assn. of Manufacturers asked for an audience with Ken- 
nedy shortly after Inauguration. This is usual for the big organizations. 
But the White House never acknowledged the request. 

Time went by, and an aide to Secy. Hodges was informed of the situation. 
He went to Hodges about it, and Hodges went to Kennedy. Kennedy 
agreed to invite the heads of NAM in, and he included the chiefs of two 
other organizations, the U.S. Chamber of Commerce and the Committee 
for Economic Development. 

The visit was pleasant. There wasn’t much talk of the things that worry 
businessmen. Kennedy did ask his guests why they were “anti-government,” 
which illustrates how the Administration regards the business attitude. 
When the session broke up, Kennedy expressed a desire for further con- 
tacts. 


The Oct. 20-22 meeting of the new Business Council may bring new clues 
on how far the Administration is willing to go in establishing better public 
relations with the business community. 

This will be the first big session of BAC’s successor. The Administration 
will be offered an opportunity to participate. Significance will be attached 
to the standing of the Administration men who participate, and extra 
significance will be attached to their remarks. There’s even speculation 
that the President himself might drop in. 


The absence of Speaker Sam Rayburn, who is nursing an ailing back, con- 
fronts Democrats with the question of what to do if the tough Texan, now 
79, doesn’t climb back into the saddle next January. 

Current thinking is along these lines: Democratic leader John W. McCor- 
mack would continue through this Congress as acting Speaker. Then, if the 
Democrats retain the House in November, 1962, the Speakership would be 
up for grabs the following January. The contest would be along West-South 
lines, with Northern liberals pushing for a Westerner. 

Boggs of Alabama, Mills of Arkansas, Rains of Alabama are in the running. 
But all are a little “too South” for big-city Democrats; Albert of Oklahoma 
and Bolling of Missouri seem to have a better chance of support. While they 
are Midwest, they come closer to the desires of Western and Northern 


Democrats. 


Significance of the Senate vote to extend aid to defense education and 
federally impacted areas for two years, instead of the one year Kennedy 
asked, is this: Both these measures have wide popular backing, and the 
Administration would want them included in next year’s general school aid 
bill. With a two-year extension, they won't be coming up. Thus, congressmen 
up for reelection won't have to take a stand on these popular programs in 
an election year. This may be the end of Kennedy's school aid legislation. 


Kennedy politicians will now get into the New York mayoralty contest and 
back nominee Robert Wagner all the way. The White House actually is 
pleased with the trouncing that Tammany leader Carmine De Sapio took— 


it sort of frees New York City Democratic politics from the machine label. 
Contents copyrighted under the general copyright on the Sept. 16, 1961, Issue—Business Week, 330 W. 42nd St., New York, N. Y. 
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Foreign aid still 
poses a big problem 


Kennedy won the authority and the money to make long-term 


development loans. Now, future of program hinges 


on how effectively and imaginatively it can be carried out 


Pres. Kennedy has won enough for- 
eign economic aid from Congress 
—though just barely enough—to fi- 
nance the early stages of his pro- 
jected “decade of development” in 
Latin America, Africa, and Asia. 
That much seemed clear at midweek, 
even though the final steps of the 
appropriations process had not yet 
been completed. 

But the success of Kennedy’s pro- 
gram also depends heavily on how 
effectively it is administered. A key 
problem is whether the new aid 
agency approved by Congress, 
Agency for International Develop- 
ment (AID), can really consolidate 
all the existing aid operations under 
one roof. 

The President at midweek had all 
but decided to appoint George D. 
Woods, chairman of the First Bos- 
ton Corp., to head the new agency. 
The choice seemed designed to con- 
vince Congress that the aid program 
would be managed realistically. But 
because of Woods’ indirect involve- 
ment in the Dixon-Yates affair, there 
was considerable advance opposi- 
tion in the Senate to his appointment 
early this week. 

Money squeeze. Whoever gets the 
job will be hard-pressed in trying 
to make the aid money go around 
this year and next. After that, the 
program’s future will depend on how 
successful he is in fostering the con- 
trolled economic revolution that 
Kennedy is after in the underdevel- 
oped countries. Success in the early 
stages will mean that more money, 
rather than less, will be needed 
later on. 

On balance, the Administration be- 
lieves it has scored a substantial vic- 
tory in the long and confused fight 
over economic development aid. For 
the first time, Congress really has 
put the economic aid program on a 
long-term basis. It has authorized 
AID to lend up to $7.2-billion to un- 
derdeveloped countries over the next 
five years. Assuming that the needed 
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appropriations are forthcoming, that 
means more than twice as much 
money as in the past is available for 
long-term development loans in the 
next five years. 

The President wanted more, of 
course. He had asked for $8.8-billion 
for the five-year development lend- 
ing program, plus power to borrow 
the money directly from the Treas- 
ury to sidestep the time-consuming 
and uncertain appropriation process. 
A Republican-led revolt in the House 
killed the plan to borrow from the 
Treasury. 

Hard commitment. But Adminis- 
tration officials say the language of 
the authorizing legislation is stronger 
than ever before. It permits the Ad- 
ministration to make specific com- 
mitments to finance programs of un- 
derdeveloped countries in advance of 
actual appropriations. Officials be- 
lieve that Congress will be virtually 
certain to honor such commitments 
by approving the necessary funds. 

Most aid officials believe, more- 
over, that the Congressional com- 
mitment is strong enough to encour- 
age the governments of receiving 
countries to go ahead with their 
economic planning. 

Scraping through. The Adminis- 
tration feels it can get through this 
fiscal year with the development aid 
funds that will be made available. 
The House has appropriated $1.025- 
billion for development lending. 
Chances are that at least $100-mil- 
lion more will be added to that in the 
final appropriation. 

Actually, roughly $1-billion al- 
ready has been committed to India, 
Pakistan, Brazil, and 10 other key 
countries needing development aid. 
But the Administration probably will 
be able to meet the minimum re- 
quirements for development financ- 
ing by deferring some loans to fiscal 
1963 under the recently-acquired au- 
thority to make advance commit- 
ments. 

What worries aid officials at this 
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Head of Agency for International De- 
velopment may be George D. Woods. 
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point is not so much the fear that 
the money voted for development 
lending will be inadequate, as the 
fear that substantial chunks of these 
funds will have to be diverted to 
short-term emergency aid. This is 
based on the assumption that the 
deep cuts made by the House in de- 
fense support and contingency funds 
will not be restored. 

Military aid needs. The Adminis- 
tration originally asked for nearly 
$600-million in defense support as- 
sistance to help Allied countries 
maintain military forces that they 
cannot afford to finance on their 
own. Most of this aid goes to South 
Korea, Taiwan, South Vietnam, Pak- 
istan, and Turkey. 

But the Administration’s request 
for this type of aid actually fell short 
of its own estimates of what would 
be needed to support existing mili- 
tary programs. The hope was that 
some of the deficiency could be 
made up with loans instead of 
grants. After the request went to 
Capitol Hill, dangerous develop- 
ments in the Laos crisis led the 
White House privately to figure that 
minimum needs for defense support 
in Southeast Asia would be more 
than had been estimated earlier; so 
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have an 


x-acto 
on us 





HOW MANY WAYS do you think a precision knife with interchangeable 
blades (originally developed for surgery) can be used in industry? Frankly, we 
don’t know, either. We do know that since industry discovered our X-acto 
knife 26 years ago, it’s been found invaluable in firms doing everything from 
aeronautics to zippers, to CUT everything from gaskets to patterns (especially 
costs!) * STRIP insulation * SCRAPE emulsions, inks, specimens * CLEAN 
burrs, oxides, extrusions * ERASE errors in drawings and printed circuits 
* ENGRAVE plastics, plexiglass, metal parts. 

New uses are discovered every day, and that suits us fine. We'd like to invite 
you to join the hunt: discover new uses for X-acto in your own company. We’ll 
be happy to provide the knives and blades—just fill in the coupon below and 
clip it to poet letterhead. No seen. oy course. 




















48-41 Van Dam St., Long island ‘eity, New York | 
| Please send us X-acto precision knives. 
| Please send us X-acto assorted blades. | 
l Name. Title. | 
| Compan | 
| address. ! 
City. Zone___ State - 
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the deficiency would be even bigger. 

Serious cutback. The Administra- 
tion request for defense support 
assistance, however, was cut to 
$465-million in the authorizing legis- 
lation. And the House appropriated 
only $400-million. 

What makes the cut particularly 
serious, aid officials feel, is that the 
President’s request for $500-million 
to meet unexpected contingencies 
also has been cut drastically. 

One high aid official summed up 
the situation this way: 

“We had hoped to establish a clear 
distinction between emergency poli- 
tical and military aid designed 
merely to hold the line against Com- 
munist advances, and development 
aid designed to strengthen free 
world countries for the long haul. 
Now, that distinction is being 
blurred, with the danger that we will 
fall between two stools and achieve 
neither goal.” 

Slash in grants. There is much 
concern, too, over the $121-million 
cut made by the House in the $380- 
million originally authorized for out- 
right development grants. This cut, 
if sustained, would mean that no 
grant funds would be available for 
new technical assistance and _ so- 
called “human development” pro- 
grams. Africa, where the emergence 
of a score of new nations has created 
an urgent need for technical help of 
all kinds, would be hardest hit. 

Most programs of this type cannot 
be financed by loans with the rea- 
sonable expectation of repayment 
upon which Congress insists. In ad- 
dition, most of the new African gov- 
ernments are not yet sufficiently 
aware of their basic social and tech- 
nical needs to be anxious to borrow 
money to fill them. The Administra- 
tion feels they have to be lured by 
grants into undertaking fundamental 
education, health, and training pro- 
grams. 

New organization. One thing Con- 
gress has kept pretty well intact is 
the President’s plan for reorganiza- 
tion of the foreign aid administra- 
tion. Under this plan, the new 
agency, AID, is to take over and 
merge the functions of the Interna- 
tional Cooperation Administration 
and the Development Loan Fund. 

AID will be headed by an admin- 
istrator who will have the rank of 
Under Secretary of State and who 
will report both to the Secretary of 
State and the President. There will 
be two deputy administrators and 
four assistant administrators, who 
will be responsible respectively for 
four geographical regions—the Far 
East, the Near East and South Asia, 
Latin America, and Africa and Eu- 
rope. End 
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NEW DOWPAC 
MEDIA TREAT 
SEWAGE AND 
WASTE FAST IN 
LITTLE SPACE 


... DIS. offers low-cost 
pilot plant to prove system for 
your waste conditions! 


Dowpac provides tremendous surface area in a small volume of 


space, it weighs little, and tower maintenance costs are negligible. 


Contoured plastic sheets of 
Dowpac® packing media interlock 
(above) to form a continuous, light- 
weight grid for low-cost treatment 
of water-borne wastes. Because of 
light weight and high operating 
efficiency, a waste treatment system 
using Dowpac requires much less 
land area for construction than 
other waste systems, while operat- 
ing at higher waste concentrations. 


Cost advantages— Economical first 
cost .. . low maintenance and oper- 
ating costs . . . conserves expensive 
land. Operating advantages—large 
area for bacterial growth . . . effi- 
cient aeration . . . freedom from 
vlugging. Total advantages—a 
D.1.S. waste treatment system using 
Dowpac costs you less to install and 
operate and treats more waste faster, 
at higher concentrations, than other 
kinds of systems. 


Pilot plants employing Dowpac can 


DOW INDUSTRIAL SERVICE 


today. 


be rented or purchased, and D.I.S. 
engineers will help customers develop 
the most effective use of Dowpac 
for their particular waste condi- 
tions. Dow Industrial Service works 
with industries of every kind, any- 
where in the U.S. Further, D.LS. 
offers consulting laboratory service 
for water and waste treatment, 
backed by technical resources of THE 
DOW CHEMICAL COMPANY. For further 
information, write 
or call DOW INDUS- 
TRIAL SERVICE, 
20575 Center 
Ridge Road, 
Cleveland 16, O., 
Dept. BW9-16. 

FREE BOOKLET on low-cost, 


high efficiency waste treatment 
using Dowpac. Send for a copy 





Dowpac is a trademark 
for packing media— 
not pilot plants 





Division of The Dow Chemical Company 
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What’s up, Ph. D.? 


We’re getting the world’s most powerful large-scale 
computer ready to go—the new UNIVAC® III! 
And we’re ahead of schedule, too. 





That’s good news for you. Here’s why. 


Low Cost. This new computer—renting for $18,000 to 
$22,000 a month—delivers more power than computers in 

the $30,000 to $40,000 class. It gives you more output at lower 
unit cost than any other computer on the market today. 


Flexibility. Untvac III is designed to do just what you 
want it to do. Its central processor contains enough main 
memory storage for a program of up to 32,768 commands— 
sufficient for the most complex processing jobs, such as 
maintaining consolidated master files or evaluating intricate 
operations research models. For storage of massive files, 

up to 32 new Uniservo tape units can be used to store 

a billion and a half digits. Each tape is read and written 
at the fantastic rate of 200,000 digits per second. And 

it only takes 4 microseconds—a million times faster than 
you can read this sentence—to complete a computer cycle. 


Open-end design. Part of Untvac III flexibility is its open- 
end design. Obsolescence isn’t built into this new computer! 
As soon as new or improved peripheral equipment is 
developed, Untvac III grows along with your needs. 


Economy of operation. Because Unrvac III is so fast, so 
flexible, you can economically combine several different 
files on one tape. For example: a single reel of tape can hold 
your entire accounts receivable, inventory control and 
personnel files; and a second reel would hold a wide variety 
of the related transaction data. This results in a minimum 
of operator intervention and tape change-over, reduces 
costly errors. UNrvac III is easier to use, too. It reads and 
writes tape, and computes concurrently with up to 8 other 
input-output operations. And you cut programming time 
and expense because a wide variety of automatic coding 
techniques—COBOL, SODA, SALT—are available to suit your 
preference and needs. 





If you would like to see an actual demonstration of how 
Unrtvac III combines all these advantages in a single 
system, visit our new Philadelphia Engineering Center. Your 
Univac representative can give you all the details. 








UNIVACG 


DIVISION OF SPERRY RAND CORPORATION 











In Japan, the geishas bowl 


Chiyomatsu, geisha from Tokyo’s Teahouse of the Pine 

Leaves, tries out game at Tokyo International Trede Fair 

last spring, at opening of an AMF _ bowling pavilion. 
a 
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In Europe, film stars do it 


In Stockholm, Swedish film star Sangrid Nerf uses golden 
bowling b: Il to open AMF-equipped bowling center; since 
it started in 1959, bowling has spread over Western Europe. 
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Bowling into overseas markets 


AMF’s sales around world are mounting fast on 
a tide of popularity for U. S. game, topping five-year drive 
that has boosted its total sales abroad sevenfold 


East and west, all over the world 
people have taken to the American 
game of tenpin bowling (pictures, 
left). It has caught on in a rapid 
surge because, for people around the 
world, it’s an inexpensive family 
pastime, costing less than an evening 
at the movies. 

For AMF International, division 
of American Machine & Foundry 
Co., bowling overseas means a fast- 
selling line of bowling equipment, 
a growing international business. 
More important, though, it is the 
first manifestation of a developing 
world market for leisure time prod- 
ucts—everything from skin-diving 
equipment to golf tees. 

The global spread of bowling has 
opened up markets for others besides 
AMF. Brunswick Corp. of Chicago 
is doing a handsome bowling busi- 
ness of its own around the world. 
Brunswick claims, in fact, that it 
will account for half of the 2,500 new 
lanes to be installed abroad this year. 

Broad overseas push. For AMF, 
the growing leisure time market, as 
the company calls it, is only one ele- 
ment in its head-spinning drive for 
fast Overseas expansion. 

Since 1956, AMF has moved into 
world markets with blurring speed. 
Overseas sales, including exports and 
revenue from licensee agreements, 
have skyrocketed from $6.3-million in 
1956 to an estimated $44-million this 
year. Overseas investment has risen 
even faster—from less than $100,000 
in 1956 to over $20-million today. 

No newcomer. AMF is no new- 
comer to business abroad. Before 
1956 it owned two overseas subsidi- 
aries. And for years it has been the 
prime supplier of bakery and tobacco 
machinery to the world market. 

This international part of the busi- 
ness, however, was relatively unim- 
portant to AMF until recent years. 
It was handled by a small, slow-mov- 
ing export department with head- 
quarters in New York. In fact, even 
after World War II, the man in 
charge of AMF’s overseas business 
doubled as vice-president in charge 
of industrial and personnel relations. 
Frank X. White, present head of 
AMF International, describes the 
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set up: “It was a sleepy type opera- 
tion. If the business was there, fine. 
If not, no one was overly upset.” 

Awakening. Today, AMF Interna- 
tional is wide awake to business op- 
portunities around the world. It now 
has 31 manufacturing subsidiaries 
overseas, 23 sales offices, and has en- 
tered into 24 licensee agreements. To 
keep track of this network, White 
and his assistants each travel about 
three months out of the year. 

“This doesn’t include our trips to 
Mexico City,” says White with a 
smile, “that’s more like a commuter 
run for us.” 

It has been like that since 1956, 
the year when AMF top brass de- 
cided to make a major splash in busi- 
ness abroad. 

Faced with serious West German 
and British competition for tobacco 
machinery sales, and spurred by a 
growing overseas market for indus- 
trial products, AMF figured that 
overseas manufacturing would put it 
in a better competitive position for 
the world market. For one thing, it 
would allow the company to accept 
payments for its products in cur- 
rencies other than the then-scarce 
dollar. For another, manufacturing 
facilities overseas would put AMF 
inside the high tariff walls that had 
been erected around the world’s 
major market areas. 

Three-way strategy. After making 
the initial decision to move overseas, 
AMF turned to mapping out the 
strategy for its expansion abroad. 
It settled on a three-pronged ap- 
proach: 

1. Overseas manufacturing sub- 
sidiaries for AMF'’s major product 
lines—tobacco and bakery machinery 
(now including bowling equipment 
and atomic research reactors). 

2. Licensee agreements for all 
other AMF products. 

3. A major push for export sales. 

Simultaneously with planning its 
attack, AMF hired Frank White, 
ex-State Dept. aide, to head up its 
international operation. 

First moves. His first move was to 
increase advertising expenditures 
overseas and open AMF sales offices 
around the world. AMF Interna- 


tional started to go aggressively after 
export sales. 

Meanwhile, the company made its 
first major overseas acquisition. In 
late 1956, it bought out SASIB, a 
manufacturing plant in Bologna, 
Italy. For years, this company was 
the major supplier of tobacco proc- 
essing machinery to the Italian State 
Tobacco Monopoly. 

In early 1957, AMF set up a hold- 
ing company through which it would 
finance its overseas growth. AMF 
Investment Corp., S. A., was formed 
in Geneva, Switzerland. It would 
own all AMF properties overseas 
and in turn be a wholly owned sub- 
sidiary of AMF. All revenue from 
overseas operations would flow back 
to Geneva, where it would be ear- 
marked for financing new business 
ventures. Taking advantage of the 
low Swiss tax rates, AMF Invest- 
ment, in effect, acted as a financial 
clearing house. 

With a rush. After this, AMF sub- 
sidiaries started to spring up all over 
the world. Overseas acquisitions and 
licensee agreements came along at a 
rapid pace—so fast, in fact, that by 
the beginning of 1960 AMF Inter- 
national had acquired 13 additional 
overseas subsidiaries. It also had en- 
tered into licensee agreements for 
everything from cigarette lighters 
for automobiles to sleeve manipu- 
lators for fissionable materials. 

AMF’s overseas investment in- 
creased from less than $100,000 in 
1956 to $4.6-million in 1959. Sales 
overseas jumped from the 1956 total 
of $6.3-million to $23.6-million. 

Bowling along. But the big part of 
AMF’s overseas expansion was yet 
to come. In the next two years, sales 
just about doubled and investments 
quadrupled. The reason: bowling. 

By this. time AMF International 
was seriously looking at the possi- 
bilities for tenpin bowling overseas. 
“We had been thinking about it for 
some time,” says White, “but we 
weren't sure if the world market 
would take to bowling.” 

AMF had perfected its Automatic 
Pinspotter, a machine that automati- 
cally sets up the pins and returns the 
ball, in the mid-1950s. It had met 
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PANIC BUTTON 
push only in case 
of work-overload 

in engineering 
department 


The work’s hot. You have to staff up overnight to push 
through a crash program, a special project. You need 
help . . . experienced help. A crew who knows its work 
and each other. . . with a background of successful 
accomplishment for other top companies like yourself. 
That’s an M & T crew. Engineers, detailers, designers, 
draftsmen—we don’t pull them out of a hat. We as- 
semble them from men who have worked for us for 
an average of seven years. Tested. Ready to handle 
your overload for a day or a year... in your shop, or ours. 


for dependable engineering 


assistance, depend on 


For an illustrated brochure of our complete services 
and experiences write: The M & T Company, 2 Penn 
Center Plaza, Philadelphia, Pa. Other offices: New York, 
Los Angeles, and principal cities in U.S. and Canada. 
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with great success in the U.S., but 
as yet the overseas market was un- 
tried. Aside from bowling centers for 
U.S. Forces overseas, the game was 
unknown to foreign nationals. 

“What tipped our hand,” says 
Fred Madeo, vice-president in 
charge of bowling overseas, “was 
that suddenly we started to receive 
letters from people who wanted to 
set up alleys all over the world.” 

Ten-strike. In January, 1960, AMF 
International opened up its own first 
overseas lanes in the Stamford Hill 
section of London, on land leased 
from Associated British Cinema Ltd. 
Bowling was an immediate hit. 

From London, AMF jumped the 
channel to the European continent. 
Orders for equipment came in at a 
faster rate than AMF could handle. 
Bowling centers were opened all 
over Western Europe, owned by 
such unlikely persons as Baron Ed- 
mond de Rothschild, the French 
financier, and some not so unlikely— 
Aristotle Onassis and Prince Rainier 
of Monaco. 

Japan took to bowling with the 
same fervor that it took to baseball. 
Ev; n in Latin America and the Mid- 
dle East, the game caught on fast. 

Today, bowling is AMF’s fastest 
growing product line. It has already 
installed some 2,000  Pinspotters 
around the world, representing some 
$20-million in revenue. Moreover, 
AMF has a total overseas backlog for 
over 2,000 more Pinspotters, an addi- 
tional $20-million in revenue. All 
told, White guesses the world poten- 
tial for bowling alleys runs to about 
40,000 lanes. 

AMF now has 13 overseas subsidi- 
aries, specifically for the manufac- 
ture, sale, and servicing of bowling 
equipment. Moreover, bowling has 
generated a great deal of export 
business in bowling shoes, balls, and 
even the wood for the bowling lanes. 

Problems and prospects. Although 
bowling has brought in the money, it 
hasn't all been easy pickings, and 
AMF has had some problems to 
meet. One big one is the lack of real 
estate in Western Europe for bowl- 
ing alleys. Most of the major cities 
Paris, Rome, London—are already so 
crowded that there’s little room for 
a spacious bowling operation. Then 
too, once the real estate has been 
found, local banks refuse to invest in 
an unknown game. The result is that 
AMF has to use New York banks for 
financing bowling overseas. 

Now that AMF International has 
cracked the bowling market, where 
does it go from here? White says 
that plans are being formulated for 
AMF expansion overseas into two 
new areas—water desalters and «lec- 
trical equipment. End 
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FAIR! 


Come to America’s first state-sponsored 
Trade Fair. . . in North Carolina where 
Good Government pays off in services 
to its people. 


See this gigantic showcase of North 
Carolina’s expanding industry on display to 
the buyers of the world . . . thousands of 
products in 21 broad categories. 


Your visit can be Profitable and Enjoyable! 


Fall is beautiful and delightful in North Carolina! The 
days are pleasantly warm, the nights restfully cool. It’s 
a perfect time to travel throughout North Carolina’s 
borders. This “Variety Vacationland” features the scenic 
and colorful Blue Ridge and Great Smoky Mountains, 
the famed golf courses of the Southern Pines-Pinehurst 
area, and the quaintness of the Outer Banks which 
stretch along the Atlantic. Plan now to come. For fur- 
ther information, write the Department of Conservation 
and Development, Raleigh. 
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Partial List of Basic Industrial Classifications and Product Categories 
to be Featured in North Carolina Trade Fair Exhibits 


Food and Kindred Products 
Flour, Biscuits, Hams, Prepared 
Meat Products 


Tobacco Manufacturers 
Cigarettes, Cigars, 
Smoking Tobacco 


Textile Mill Products 
Yarns — Cotton, Wool, 
Synthetic; Woven Fabrics; 
Knit goods; Floor Covering, 
Cordage and Twine 


Apparel and Other Finished 
Products Made From Fabrics 
and Similar Materials 
Clothing — Men's, Women’s, 
Children’s; Curtains and 
Draperies; Bags, Fabricated 
textile products 


Lumber and Wood Products 
Veneer and Plywood; Paneling; 
Structural Wood Products 


Furniture and Fixtures 
Chairs, Desks —Wood and Metal 
Institutional Furniture, School 
Furniture 


Printing, Publishing, and 
Allied industries 
Commercial Packaging 


Chemicals and Allied Products 
Automotive; Industrial; Textile 
Dyestuffs; Water Purification 


Petroleum Refining and Related 
Industries 


Rubber and Misc. Plastic 
Products 

Hose, Plumbing, Traffic Safety 
Devices 

Leather and Leather Products 
Leather goods, Industrial 

Leather and Belting 

Stone, Clay and Glass Products 
Vitreous China—Table and 
Kitchen articles 

Primary Metal Industries 
Aluminum, Steel 

Fabricated Metal Products 
Pipe, Ornamental Iron, Structural 
Steel; Boilers; Tanks 

Machinery 

Engines; Farm Machinery; Office; 
Textile 

Electrical Machinery, Equipment 
and Supplies 

Industrial Controls; Household 
Appliances; Communications 
Equipment; Storage Batteries; 
Electronic Components and 
Accessories 

Transportation Equipment 
Truck and bus bodies; Boats; 
Trailers 

Professional, Scientific, and 
Controlling instruments; 
Photographic and Optical Goods; 
Watches and Clocks 
Miscellaneous Manufacturing 
Industries 

Air Filters — Industrial, 
Commercial, Residential 


GONORTH CAROLINA 


... where Good Government is a Habit and Greater Opportunity a Fact. 


























Pres. Joao Goulart in theory holds little more than a title, 
| but in practical politics he may wield much influence. 


With civil war averted 





> 


Premier Tancredo Neves legally holds the power, but he’s 
an old associate of Goulart, has little backing himself. 


Brazil tries to right itself 


Its experiment with a parliamentary government is 
founded on compromise, contains internal stresses, but 
is off to a favorable start with its new cabinet 


After narrowly averting a civil war, 
Brazil is settling down to the task of 
political reconstruction. 

The crisis touched off by Pres. 
Janio Quadros’ unexpected resigna- 
tion last month [BI Sep.2’61,p22 
has passed, and the country is start- 
ing to function with its experimental 
parliamentary government. Pres. 
Joao Goulart, Quadros’ vice-presi- 
dent, has taken office and appointed 
Tancredo Neves as premier. 

“After a breathing spell and con- 
solidation of power, the parties will 
get back to politics as usual,” says an 
official. “Until then, it’s anybody’s 
guess what direction the government 
will take or how the system will 
work.” 

Straws in the wind. The first few 
signs of Brazil’s course can be read 
in the appointment of cabinet mem- 
bers and in their early pronounce- 
ments. They indicate a change in 
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tone from the days of Quadros but 
not much immediate change in 
policy. 

The new foreign minister, Fran- 
cisco Santiago Dantas, for example, 
pledges that Brazil will continue its 
“independent” foreign policy, with 
equal treatment of free world, neu- 
tral, and Communist nations. And 
the incoming finance minister, Wal- 
ther Moreira Salles, promises to 
maintain existing financial and trade 
policies, including Quadros’ austere 
program of economic reform. 

But the fundamental question is 
whether Brazil, with a hastily im- 
provised form of government, will be 
able to develop the political stability 
to stick with these or other policies. 

Feeling its way. Brazil, Latin 
America’s largest nation, has had 
little experience with parliamentary 
government. It lacks a clear-cut po- 
litical party system that is the basis 


of most successful parliamentary 
governments. 

The new government must feel its 
way in evolving workaday relation- 
ships among a _ president whose 
powers are supposedly merely cere- 
monial, a premier and cabinet with 
real governing power, and a multi- 
faceted Congress. 

This cannot be easy when the very 
existence of the government hangs 
on a perhaps temporary spirit of 
compromise among interest groups 
such as the military, the landowners 
and coffee growers, businessmen, la- 
bor leaders, and the far-left Fidel- 
istas and Communists—all of whom 
wish to see government policy 
shaped to their own tastes. 

There's little doubt that the past 
crisis and the future uncertainty are 
hurting Brazil's economy. Also in 
question is the future of the Alli- 
ance for Progress, the 10-year Latin 


BUSINESS WEEK September 16, 1961 











SPLIT 
vide | 
at mi 





PROF 
today 
sharit 





HOW CAN 
YOUR COMPANY 
AVOID THESE 
“GROWING PAINS”? 


KEY MEN. How agrowingcompanycanavoid © As companies grow, their problems grow with them—becoming 
the financial difficulties caused by the loss of a od 
key employees. increasingly costly and complex. For example, how should your 
company set up the best retirement plan for its own particular 
needs! What is the most effective, least expensive way to avoid the 
costly problems created when you lose a key man? How do you 
install—and who should be included in—a profit-sharing plan? 
These are only a few of the many complicated problems your 
company may face now, or in the near future. How well prepared 
are you to solve them? 
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These booklets may help 
> 
solve your growth problems 
Phoenix Mutual—for many years a leader in business insurance—has pre- 
pared this set of up-to-date, authoritative booklets covering five of the more 
common areas in which such questions arise. We will gladly forward you a 
SPLIT DOLLAR. How management can pro- copy of any—or all—of these booklets. Just clip the coupon below and check 
vide generous benefits to selected employees the ones you want, You will receive them without cost or obligation. 
at minimum cost, 
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Chemistry on the Move to the Future 
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MONSANTO RESEARCH... 
OS-45® IV... just one of the many outstand- 
ing advances in which Monsanto research 
plays a vital role. Here are a few more: 


Jamming enemy radar: Now 
guarding our cities, planes, ships—super- 
secret “‘black boxes” —electronic counter- 
measures that jam hostile radar with wild, 
confusing flashes. Packed with hot-glow- 
ing tubes, this high-energy circuitry is 
cooled by Monsanto Coolanols.. . spe- 
cially developed dielectric fluids with an 
operating liquid range of over 500° F. 


Chemically-made “oil” for jet 
engines: Monsanto is developing new 
jet engine lubricant base stocks that will 
resist heat breakdown for hundreds of 
hours under extremely high continuous 
bulk oil temperatures. These new 
Monsanto synthetic lubricants are being 
developed to exceed any previous syn- 
thetic “‘oil’’ in ability to withstand heat. 


Hydraulic fluid for space 
vehicles: Orbital capsules such as the 
Dynosoar, designed to explore space in 
the near future, require hydraulic fluids 
that work reliably at temperatures up to 
1000°F. Monsanto has under develop- 
ment such a fluid — based on polyphenyl 
ethers. The fluid will not boil or break 
down under temperatures that melt glass 
... yet remains free-flowing at room tem- 
perature. It will function reliably at tem- 
peratures 700° higher than ordinary 
hydraulic fluids. 


Coolanol: T. M., Monsanto Chemical Co, 
You are invited 
to work with 
Monsanto on 
your material 
needs in any 
of these fields 
of technology. 


MONSANTO CHEMICAL COMPANY 
St. Louis 66, Missouri 
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Foreign Minister Dantas belongs to 
Pres. Goulart’s labor party, was Quad- 
ros’ delegate to upcoming U.N. session. 


American economic development 
program. North and South Amer- 
icans had counted on a stable Brazil 
as a leader in that effort. 

Origin of crisis. When Quadros 
stunned Brazil with his resignation, 
he charged that reactionary interests 
inside and outside the country had 
balked his efforts to cure economic 
and political problems and to take a 
position of world leadership. In 
reality, his flirtations with Commu- 
nists, particularly his decoration of 
Ernesto “Che” Guevara, Cuba’s eco- 
nomic tycoon, had built up a cres- 
cendo of protests. 

Under fire, Quadros quit. Accord- 
ing to the constitution, Goulart was 
next in line to succeed to the presi- 
dency. But a group of military offi- 
cers, led by War Minister Odilio 
Denys, said flatly that they would 
never allow Goulart to move up, on 
grounds that his politics and eco- 
nomics were too far left. 

The military no longer has the 
power of olden days, however. 
Part of the army swung over to 
Goulart’s side. Labor threatened a 
general strike in favor of Goulart, 
and moderates pleaded for a con- 
tinuation of constitutional govern- 
ment. 

After a few confused days, the 
military agreed to a compromise in 
which the constitution was quickly 
amended by Congress to take most 
of the governing power away from 
the president and give it to a premier 
and a council of ministers (cabinet) 
responsible to Congress. 

Not without power. Goulart seems 
to have come out of the struggle 
with more power than appears on 
paper. His premier, Neves, is an old 


Finance Minister Moreira Salles is a 
conservative, former ambassador to the 
U.S., and a prominent businessman. 


associate; both served as ministers 
in a cabinet of dictator Getulio Var- 
gas. In a land where personal 
relationships count more than con- 
stitutional clauses, Goulart will un- 
doubtedly influence the premier. 

Besides, Neves does not have a 
strong political following of his own. 
Last fall, he was defeated in a bid 
for governorship of the state of 
Minas Gerais. 

The cabinet that Goulart nomi- 
nated for approval by Congress also 
reflects a split of political strength. 
It includes both strong conservatives 
and nationalistic leftists, and Gou- 
lart may be able to exert influence 
by playing one member against 
another. 

Key cabinet men. Foreign Minister 
Dantas belongs to Goulart’s labor 
party. Originally, he was Pres. Quad- 
ros’ choice as delegate to the coming 
session of the U.N.; now he has 
swapped places with the former for- 
eign minister, Afonso Arinos, who is 
heading for New York. 

The switch indicates little change 
in foreign policy, though ties with 
Cuba and the Communist bloc may 
be a little looser, to leave Brazil 
more freedom to shift as expediency 
dictates. Dantas is known to re- 
gard U.S. economic aid as necessary 
to Brazil but also to favor the Quad- 
ros’ ambition of conquering new 
markets for exports, especially in 
the Communist world. 

Finance Minister Moreira Salles, 
former ambassador to Washington 
and a widely known diplomat and 
financier, will be a conservative in- 
fluence in the new regime. A director 
of the Banco Moreira Salles banking 
group, he’s a business leader in the 
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modern, energetic community based 
in Sao Paulo. 

Despite Goulart’s leftist reputa- 
tion, he picked a labor minister who 
is more conservative than himself: 
Andre Franco Montoro, head of the 
Christian Democratic Party. How- 
ever, Montoro is already talking 
about revising minimum wages and 
about a sliding scale of wages. 

The most leftist cabinet member is 
Gabriel Passos, Minister of Mines 
and Energy, who is reported to 
favor harsh nationalistic measures 
toward foreign mining concessions. 

The three military services also 
have new chiefs, but they will not 
exert much influence until they have 
rebuilt and reoriented their forces. 

Business problems. Confronted 
with this, the business community is 
holding back until political trends 
become more definite. Investment 
doubtless will be slowed down, al- 
though business has expressed initia] 
satisfaction with the new govern- 
ment. At the moment, businessmen 
are doing their best to dig their way 
out of the mess left by the crisis. 

The most immediate concern is a 
shortage of currency resulting from 
closing of banks from Aug. 30 until 
this week. This has thrown collec- 
tions off, and businessmen have had 
to turn to barter deals in some cases. 
Foreign remittances, both personal 
and business, are still under tight 
restrictions and will probably re- 
main so until the new government 
gets squared away. 

Businessmen are more than ordi- 
narily worried about inflation. The 
crisis sent prices up, and the govern- 
ment printing presses have been 
rolling. On top of 31-billion cruzeiros 
that Quadros had recently printed, 
the interim government—between 
Quadros and Goulart—issued an- 
other 45-billion cruzeiros. Business- 
men hear that more may be printed. 

Alliance for Progress. In Wash- 
ington, officials express concern that 
the compromise government may 
be a drag on Brazil's economic re- 
form and development. They see a 
cloud over long-range planning for 
Brazil within the Alliance for Prog- 
ress. 

Brazilian economists, however, 
are hopeful that Moreira Salles will 
be able to go ahead with an initial 
four-year plan that the Brazilian 
delegation outlined at the Punta del 
Este meeting when the Alliance 
was launched [BI Aug.1961,p34]. 
Moreira Salles added to his prestige 
abroad shortly after Quadros took 
office, when he carried on the nego- 
tiations for $2-billion worth of re- 
funding and new financing with the 
U.S., Western European nations, 
and Japan. End 
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time in our lab... 
saves time in paint production 


You can count on easier, more economical 
paint production when you use Gen-Flo 
because Gen-Flo styrene-butadiene latex is 
carefully produced and thoroughly tested 

by skilled technicians to assure the ultimate in 
quality and uniformity. And with Gen-Flo 

you can keep your latex inventories within 
reasonable limits... shipments are made on 

a completely ‘“tailored-to-your-needs” basis. Let 
us show you how Gen-Flo can cut production 
and inventory costs...increase profits! 

Write or call for information today! 
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CLEAN 
PAINT UP-FIX UP 


THE GENERAL TIRE & RUBBER COMPANY 
Chemical Division -Akron, Ohio 


Chemicals for the rubber, paint, paper, textile, plastics and other industries: GENTRO SBR rubber @ 
GENTRO-JET black masterbatch @ GEN-FLO styrene-butadiene latices ® GEN-TAC viny! pyridine latex 
© GENTHANE polyurethane elastomer © VYGEN PVC resins © KURE-BLEND TMTD masterbatch ® KO- 

BLEND insoluble sulfur masterbatch 
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In business abroad 


Hike of 7% in U. S. textile import quota 
leaves Japanese producers unhappy 


After nearly a month of tough negotiations, Japanese 
trade officials early this week accepted a new cotton 
textile import quota for the U.S. market. 

Although details have not been disclosed officially, 
industry sources say Japan will be allowed next year 
to send into the U.S. market some 275-million sq. yd. 
of cotton textiles, 8% more than the present quota of 
255-million sq. yd. Included in this total are all import 
items from yard goods to finished apparel. 

Japanese textile manufacturers are unhappy with the 
new agreement. When the talks started, they insisted 
that Japan’s quotas should be raised by 30%. 

U.S. negotiators, on the other hand, are satisfied. 
They went to Japan willing to raise the import quota 
by only 5%. When they first heard Japanese demands 
for a 30% upward revision, they expected a much 
tougher fight and were frankly doubtful that agree- 
ment could be reached. 

The Japanese manufacturers have one consolation, 
though. The present agreement is valid only for one 
year, 1962. So they consider it round one in a continu- 
ing fight. 

Round two starts this October, when the U.S. and 
Japan will sit down at negotiations for a long-term tex- 
tile agreement. The meeting will be held in Geneva 
under General Agreement on Tariffs & Trade auspices. 
Then, the Japanese hope to increase their allowed 
share of the U.S. import market. They may even adhere 
to the 16-nation International Cotton Textile Trade 
Agreement, to which they have been objecting [BIN 
Aug.26'61,p70]. 


NICB study tests industry claim 
of lower production costs abroad 


For years now, U.S. manufacturers have maintained 
that manufacturing costs abroad, especially in Britain 
and West Europe, are far below U.S. costs. 

Are they really below U.S. costs? If so, how far? 
That’s the subject of a National Industrial Conference 
Board business economics study issued this week. 
Entitled, Costs and Competition: American Experience 
Abroad, this study is an analysis of 228 sets of compara- 
tive costs figures embracing U.S. production facilities 
in 21 countries. Here are NICB’s findings: 

In Britain, production costs—including such things 
as cost of materials, plant operation, wages—are gener- 
ally 15% lower than average U.S. costs for a compara- 
ble product. 

In West Germany, unit production costs average 18% 
below corresponding U.S. costs. 

For the European Economic Community (EEC) area 
—including all EEC countries except Luxembourg— 
costs are only 4% below the U.S. average. That’s be- 


cause France and Belgium were found to be higher- 
a 
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cost areas than the U.S. Averaged with West Germany’s 
figure, they pulled average EEC costs up almost to the 
same level as the U.S. 

In Latin America, costs top those in the U.S. by 
28%. 

In each case where production costs are either above 
the U.S. average, or close to it, the reason is higher 
cost of materials. In the EEC, for example, outlays for 
materials exceed comparable expenditures in the U.S. 
by about 25%. In Latin America material costs are 45% 
higher than in the U.S. 

In all other factors, though, such as wages and plant 
management, all areas of the world are well below the 
U.S. average. 


Chile’s strike wave subsides 
as copper walkout stops for 60 days 


Chile this week began working its way out of a series 
of strikes that have throttled the economy since mid- 
August. 

Four thousand workers in Anaconda’s Andes Copper 
Mining Co. agreed to suspend their strike for 60 days; 
during that time the company and unions will try for 
a settlement. This ended sympathy strikes in Anaconda’s 
Chuquicamata mine and mines of Kennecott’s Braden 
Copper Co., where 12,000 had walked out. 

These strikes have undercut the government’s fight 
to hold down inflation, and hurt Chile’s 10-year eco- 
nomic development plan, just getting started [BM Jul. 
29°61,p83]. The three mines produced a total of 50,000 
tons of copper in July this year, mostly for export. 
Copper is Chile’s largest single industry and source of 
tax income and foreign exchange. 

Elsewhere, striking railway workers reached an 
agreement with the Chilean government and returned 
to their jobs. Steel workers in Chile’s only steel mill 
have also gone back to work. 


Secondary school teachers, however, remain out, thus 


keeping schools closed for 70,000 students. 


Group set up in Puerto Rico 
for Caribbean coordination 


Seven nonsovereign Caribbean areas this week inaugu- 
rated the Caribbean Organization to improve regional 
economic, social, and cultural coordination. 

The Organization, with headquarters in Puerto Rico, 
includes Surinam, Virgin Islands, Puerto Rico, the West 
Indies Federation, Netherlands Antilles, British Guiana, 
and France (representing Guadeloupe, Martinique, and 
French Guiana). 

Main task of the Organization, which replaces the 
15-year old Caribbean Commission, is to draft a plan 
for economic development. The new outfit is not in- 
tended to become a supranational agency but an ad- 
visory unit coordinating development plans. 
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“ATLAS” has been our name for 49 
years...and it still is. However, were 
now ‘Atlas Chemical Industries, Inc.” 














“Atlas Powder Company,” our former corporate name, 
became less and less descriptive as we grew and diver- 
sified into fields other than explosives. Four moves, 
made since early 1959, emphasize our diversification... 


} Our Chemicals Division is building a plant to make 
initially about 50,000,000 pounds per year of glycerin, 
ethylene glycol and other glycols. 





Our Explosives Division is building, and will operate 
for Solar Nitrogen Chemicals, Inc., a $15,000,000 
facility for making ammonia, urea and related products. 
Solar is owned equally by Atlas and The Standard Oil 

Company (Ohio). 


























Our International Division was formed to take over 
export of all Atlas products, and to direct and expand 
manufacturing and marketing operations outside of the 
United States. 


The Stuart Company was recently merged with and into 
Atlas. As an Atlas Division, it will continue to manufacture 
and market ethical pharmaceuticals. 








The''Powder’’—or explosives—business is still important 

to us, and we expect it to remain so. Diversification 
into several chemical fields led us to change “Powder” 

to Chemical,” and to bring all our corporate operations 
together under “Industries.” So, our new official 
corporate name is ‘‘Atlas Chemical Industries, Inc.”... 
while the past lives on as we retain our original NYSE 
ticker symbol —“APC.” We hope you like the new 
name...and that you'll continue to call us “ATLAS.” 


€CATLAS 


CHEMICAL INDUSTRIES, ino. 


CHEMICALS DIVISION—polyols, emulsifiers, polyester resins, activated carbons, specialty chemicals. H EXPLOSIVES DIVISION— 
high explosives, blasting agents, blasting supplies: nitrogen chemicals; ordnance products. @ INTERNATIONAL DIVISION—export: manu- 































facturing and marketing operations outside of the United States. ™ THE STUART COMPANY DIVISION — ethical pharmaceuticals. 
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Medium-priced car 
that defies eclipse 


Pontiac pushes to third place in national sales at a time 
when compacts are in the ascendant. It’s 
the pet of S. E. Knudsen, son of a famous Detroit father 


lf medium-priced cars are in trouble 
because of a sweep toward smaller, 
economy automobiles as is said so 
often—the news hasn't reached the 
second-floor office in the corner of 
the old-fashioned building in Pon- 
tiac, Mich., where Semon E. Knud- 
sen, vice-president of General Mo- 
tors Corp., runs the Pontiac Motor 
Div. 

Knudsen’s racy Pontiac (cover) is 
the third best-selling car in the coun- 
try. That means the Pontiac name- 
plate, which includes the smaller 
Tempest, outsells all the low-priced 
cars except Chevrolet and Ford. 
But Pontiac also sells more high- 
priced cars than any make but Cad- 
illac. From a marketing standpoint 
that makes it the ideal product to 
aim at the people who want some- 
thing better than the cheapest, but 
something cheaper than the best. 

More than that—and of more im- 
portance to General Motors and to 
S. E. Knudsen—Pontiac’s position in 
the sales standings makes it finally 
live up to its reason for being. Back 
in the 1920s, Pontiac was put in the 
GM product line-up to catch the cus- 
tomers graduating from Chevrolet 
before they could be caught by 
Dodge, Studebaker, Nash, and the 
like. In other words, it was to be 
GM’s second best-seller. But in its 
35 vears, it seldom has been that. 
During the middle 1950s—even 
while having its biggest year (530,- 
000 registrations) in 1955—Pontiac 
was fourth in GM sales and sixth in 
the industry. 

1956 takeover. Knudsen took 
charge in the summer of 1956. The 
first car completely designed under 
his direction was the 1959 model. 
Since then Pontiac has been second 
at General Motors. It was fourth 
in the industry in 1959, slipped to 
fifth behind Rambler last year, but 
tor the first six months this year— 
the first year with its Tempest—it 
held third place. Knudsen is con- 
fident that his car will stay in that 

NY 
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position for the rest of this year and 
next, when he expects to sell about 
a half-million Pontiacs. 

He doesn’t see why he shouldn't. 
The 1962 cars continue the familiar 
wide-track look and _ distinctive 
grille. The Tempest wil! have a con- 
vertible model, and toward the top 
of the price scale—probably around 
$4,000 in the showroom—will be the 
Grand Prix (as shown on the cover). 
This is a new model, with special 
seats and other fittings for people 
who want a more “personalized” car. 
Knudsen believes a successful car 
line depends on variety and verve. 

Varied tactics. Knudsen is an en- 
gineer by training but a marketing 
man by inheritance and instinct. In 
putting his car up in the sales stand- 
ings where GM has thought it be- 
longed, he has used about every 
sales tactic known to the auto in- 
dustry. First, there’s the product: 
eye-catching styling, hot perform- 
ance, mechanical innovations. Then, 
there are catchy slogans: “restless, 


ground-gaining Pontiac”. . . . “wide- 
track”. . . . “America’s No. 1 road 
car, 


“To build a good car—and to get 
the public to recognize it—are the 
requirements of success in our busi- 
ness,” Knudsen says. “Of the two, 
recognition is the more difficult to 
attain . . . The successful car has 
the power to excite. Its change and 
innovation—coupled with its bold 
newness—makes the public im- 
patient with its competition 
You've got to let people realize 
youre aggressive.” 

This insistence on product identi- 
fication has made more difference 
at Pontiac than can be shown by 
mere sales standings. 


I. Changing an image 


“When I took over,” says Knud- 
sen, “possibly we were considered 
an older person’s car.” 

The Pontiac “image” was worse 





GM Vice-Pres. Semon E. Knudsen, 
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jineer and veteran of the machine shops, still stops to chat with old friends on assembly line at his Pontiac Motor Div. 
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profit from ample land, 
water and convenient 
markets right 


at the top of Florida 

Build your plant where 410 million 
gallons of water flow daily past a 650-acre 
site—at Boulogne, Florida, four miles 
south of Folkston, Georgia. Here you find 
rich resources close to Jacksonville and 

the big North Florida market, an 

estimated 900 workers within a 30-mile 
radius, and dependable transportation 
services on the main line of Atlantic 

Coast Line. 

Other advantages include: 

e U.S. Highways 1, 23, 301—one mile east 
e Eight-foot river channel at site 

e Convenient Georgia and Florida beaches 


industrial site at Boulogne, Florida 


GEORGIA 


ATLANTIC 


For details on this or other good sites 
in the Southeast Coastal 6, write or call. 
Inquiries held confidential, 


Direct Inquiries to: 

R. P. Jobb 

Assistant Vice-President 
Department J-931 

Atlantic Coast Line Railroad 
Jacksonville, Florida 


COAST LINE 
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RAILROAD 








than that. It was a dull car. It was 
excellently engineered and excel- 
lently built, but certainly no one ever 
got excited over it. Further, what 
would normally be considered a sat- 
isfactory sales performance was, in 
Pontiac's case, a sign of sickness. In 
the mid-1950s the auto market was 
expanding, particularly in the 
bracket that had always been labeled 
medium-priced. But in each of 1953, 
1954, and 1956, Pontiac sold some 
358,000 cars. 

“You can't live off your own fat 
forever,” Knudsen says. “You have to 
have a line of cars that gets you con- 
quest business.” 

When he took over, the 1957 
model was only a few months from 
production. The only change he 
could make was to take off the metal 
“Silver Streaks” that ran lengthwise 
down the hood of the car. This 
wasn't so minor a change as it seems. 
The Silver Streaks had been a point 
of recognition as well as a model 
name since the mid-1930s. Taking 
them off was clear warning that 
Pontiac would never be the same 


again. 

The Silver Streaks had given 
Pontiac an _ identification, but it 
wasnt the kind of identification 


Knudsen wanted. The Silver Streaks 
told a viewer it was a Pontiac—a 
solid, stolid, respectable car. Knud- 
sen wanted an identity that would 
indicate daring and excitement. 

Bid for young. People want a car 
they can show off, Knudsen believes. 
“Every man wants to sell his car.” 
So he deliberately went out to get a 
car that would be attractive to 
younger people, feeling that as long 
as it was a good car, a car pleasing 
to look at, older people also would 
like it. 

Suddenly Pontiac dealers began 
entering cars in stock car races—and 
winning. The auto industry has a 
ban on factory participation in rac- 
ing, but Pontiac officially didn’t have 
to lift a finger to benefit. The per- 
formance of the cars was lavishly 
praised in auto fan magazines— 
which was more effective than any 
direct efforts Pontiac Division could 
make. 

Knudsen would drive through the 
students’ parking lot at Birmingham 
(Mich.) High School, near his home, 
and count the number of Pontiacs. 
As the number of his cars parked 
there increased he knew he was on 
the way. He reasoned that the kids 
wouldn't take the family car to 
school if they weren’t proud of it. 
For the same reason he'd count the 
Pontiacs in the parking lots at the 
country clubs. 

Star Chiefs. He was careful, 
though, to keep in the line a 
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NAUGATUCK CHEMISTRY MAKES THINGS HAPPEN 


There's trouble in the air 


It’s ozone. It’s in the air every: 
where, all the time. It’s particu- 
larly abundant during electrical storms, around electrical 
machinery, and in areas noted for their smog. And it actu- 
ally destroys rubber products, including the tires you ride 
on...causes them to stiffen, crack, check, wear and fail pre- 
maturely. Oxygen and ozone have long been rubber’s worst 
single enemy. 
Now, however, Naugatuck Chemical scientists have devel- 
oped a special new antioxidant/antiozonant called Flexzone 
3-C that gives all rubber products a degree of protection 


never known before...as much as 50% more protection in 
dramatic Los Angeles road tests ! 

This development is typical of the way Naugatuck Chem- 
istry makes things happen in rubber, plastics, latex, agricul- 
ture, and a host of industries. Such Naugatuck Chemistry 
will continue to provide new materials, new products, new 
methods, spark entirely new industries. Perhaps our crea- 
tive research and development facilities can assist you 
toward more profitable manufacturing. 

For information on Naugatuck Chemical products, write 
Naugatuck Chemical, Dept , Naugatuck, Connecticut, 


NAUGATUCK CHEMICAL DIVISION United States Rubber 


: 








Isn’t one fleetcar 
finance leasing 
plan the same 

as another? 


Many companies—investigating 
finance leasing — note a similarity 
among the various plans. It’s this 
similarity that makes all the differ- 
ence to the user of 25 or more busi- 
ness cars. For him, the vital question 
must be: which lessor can buy new 
cars for less, sell them used for more 
—anywhere and everywhere? Only 
Hertz has the extensive, nation- 
wide marketing <acilities, experi- 
ence, and skill to get the maximum 
return for this multi-car user. That’s 
why so many of these companies 
now equip their men with brand- 
new Chevrolets, Corvairs, or other 
fine cars, under a Hertz 25-PLUS 
Finance Lease Plan. (Note: many 
other companies find a Hertz Full 
Maintenance Plan—serviced by 
America’s most complete car main- 
tenance operation —fits their needs 
best.) Use coupon below for addi- 
tional facts about all Hertz Fleet- 
car Leasing Plans. 





HERTZ FLEETCAR LEASING, 

Att. H. F. Ryan, V.P. 

The Hertz Corporation, 660 Madison Ave. 
New York 21, N. Y. Dept. A-916. 

Please send me your new fleetcar leasing book- 
let. I am particularly interested in Finance 
Leasing 0 Full Maintenance 0. 
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“Conquest business,”’ not just keeping what you have, is a key to auto success, 
says GM’s S.E. Knudsen, whose Pontiacs and Tempests are proving his point. 


model named “Star Chief,” which 
was the middle-line series and the 
only link with the pre-Knudsen 
Pontiac. Significantly, this has the 


highest repeat business of any 
Pontiac model. 
After the first radical styling 


change, on the 1959 model, Knudsen 
has been careful in altering the ap- 
pearance. “This is a barter business,” 
he says. “You work on the differen- 
tial between what the old car and the 
new car is worth. You have to watch, 
when you design, that you don’t get 
too far away from the present de- 
sign.” 


Il. Born to the business 


The odd part about listening to 
S.E. Knudsen’s exposition of auto 
marketing technique is the realiza- 
tion that until he went to Pontiac 
as general manager he had been a 
practicing engineer. Born in 1912, 
he was graduated from the Massa- 
chusetts Institute of Technology in 
1936 and worked in Detroit machine 
shops for three years. Then he went 
with Pontiac as a process engineer 
and for 10 years filled a variety of 
plant jobs; today when he walks 
through the plant, as he often does, 
and stops to chat, chances are he 
worked with the man 15 years ago. 

Knudsen moved on to a corporate 
staff job in 1949, then to Allison Div., 
where he was manufacturing man- 
ager until he was appointed general 
manager of Detroit Diesel Engine 
Div. in 1955. 

Because of that thorough back- 
ground in engineering, manufactur- 
ing, and management, there has 
never been any comment that Knud- 
sen got the job at Pontiac because he 


was the son of the late William S. 
Knudsen, one-time president of 
Chevrolet, president of General 
Motors and, as a lieutenant gen- 
eral, in charge of production for the 
War Dept. in World War II. But 
S.E. Knudsen says, “I was brought 
up on the automobile business,” 
and leaves no doubt where his sales 
savvy comes from: his father and 
his father’s close friend, Richard H. 
Grant. 

Grant originated nearly all of the 
selling methods known and practiced 
in Detroit even now. He came out of 
the National Cash Register Co., 
training ground of some of the coun- 
try’s finest salesmen; in 1924 he went 
to Chevrolet as vice-president, sales. 
Those were the days when Ford was 
selling about three times as many 
cars as Chevrolet and GM was seri- 
ously concerned about the future of 
its cheapest car. 

Still echoing. Semon Knudsen 
would go on sales trips with his 
father and Grant and listen to their 
talk. You can hear the echo today in 
what he does and says. Grant had a 
set of principles that he considered 
the keys to sales. Among them were 
some that Knudsen stresses now: 
have the right product; know the 
potential of each market area; have 
utter simplicity in all presentations; 
use all kinds of advertising; work 
with the salesmen. 

Knudsen has a large drawing pad 
on an easel in his office, and on it 
he toys with merchandising slogans. 
He is frequently on the road and 
manages to hold meetings with each 
of the 3,500 dealers at least once a 
year. Bred to the General Motors 
management tradition, he keeps de- 
tailed records on people, particularly 
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“We have one of 
the best benefit programs 


in our industry!” 


Yes, but do your employees know it? 


Many acompany with a satisfactory benefit pro- 
gram enjoys only part of the goodwill such a plan 
should create. Why? 


It’s because employees rarely understand and do 
not fully appreciate the extent and the value of the 
program. This is especially true of group insurance 
coverages. To get maximum value from their em- 
ployee benefit plan more and more companies are 
turning to New York Life’s Nyl-A-Plan—a per- 
sonal consultation service. Here’s how it works: 


A trained New York Life representative holds 
conferences with your employees to explain the 
benefits your program provides. He points out that 
your contributions actually represent “tax-free in- 
come” to each employee, and shows how to co- 
ordinate Social Security, group benefits and personal 
insurance. And, if an employee wants more per- 
sonal life or accident and sickness insurance, he 


may secure it at lower-than-regular monthly rates. 


For more information about this service, as well 
as about the many group insurance plans New 
York Life offers for organizations both large and 
small, call your New York Life Agent. Or write: 
New York Life Insurance Company, 51 Madison 
Avenue, New York 10, N.Y. (In Canada: 443 
University Avenue, Toronto 2, Ontario.) 


New York Life 


Leader in Business Insurance 


Life Insurance « Group Insurance 
Annuities » Accident & Sickness Insurance « Pension Plans 



































PAPER 
PEACOCK 


Sweetest word 

in the office heard 
“that Ozalid paper’s 
a colorful bird.”" 





The peacock, they tell us, flaunts color to win attention. (From lady peacocks, 
we presume). You, too, can attract attention with color. But in a more business- 
like way. With Ozalid Sensitized Papers you can color-code any engineering or 
business system. Speed and simplify paperwork. Eliminate routing errors. Make 
sure important or top secret documents get 
instant action when needed. In engineering, 
for example, “blueprints no longer need 
be blue. Office systems—production control, 
order-invoicing, income tax returns—can be 
coded by function, status, time or destina- 
tion. Sales bulletins, charts, graphs, presen- 
tations can be brightened... made more 
effective by color. Want to simplify, error-proof your office system? Show your 
colors! Our booklet “Color says so much...so much faster” tells you how. Send 
for it today. Ozalid, Deptis- Johnson City, N.Y. 


Colored Papers speed communication, cut over- OZALI [5 


head. 12 eye-catching stocks for dry Ozalid and WE REPEAT 
semi-dry Ozafax machines. 


Remember: for best results from Ozalid Whiteprinters © 7 y4N i | [) 


use Ozalid Paper and Ozalid Supplies...we repeat; 
use Ozalid Paper and Ozalid Supplies. DIVISION OF GENERAL ANILINE & FILM CORPORATION 
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on the sales side, and doesn’t hesitate 
to delegate authority to Frank 
Bridge, his general sales manager, 
and E.M. Estes, his chief engineer. 
The Tempest, with its four-cyl- 
inder, front-mounted engine, unique 
drive shaft and rear-mounted trans- 
mission, is a prime example of Knud- 
sen’s philosophy. Several years ago, 
he told a visitor who asked about 
small cars that he would never bring 
out a car that he couldn't call a 
Pontiac. When the Tempest was 
introduced it was apparent what he 
meant. It wasn’t just another small 
car, but a daring engineering innova- 
tion that met Knudsen’s prescrip- 
tion that “you've got to have some- 
thing the customer can see and feel.” 
The Tempest turned out to be a 
darling of that small but taste-setting 
group who prize automobiles for 
their mechanical ingenuity and per- 
formance and who generally can find 
what they want only in cars made 
abroad. It created the kind of excite- 
ment that Knudsen thinks you must 
have to succeed in the auto business. 
Some GM executives have viewed 
the Tempest with grave misgivings 
because of its radical engineering. 
But the warranty claims have been 
low, so it turned out to be a risk well 
worth taking. 
“You're in a big poker game here,” 
says Knudsen, “and the stakes are 


high.” 


Montgomery Ward adds 
travel to its line 


Montgomery Ward & Co. is another 
big retailer that sees good prospects 
in selling services to its customers. 

Starting in October, the big mail 
order house will be selling travel 
through over 1,000 retail stores. Its 
new travel service will also get 
prominent billing in the 6-million 
catalogues going into the mail next 
month. 

This follows hard on the heels of 
a similar announcement by Sears, 
Roebuck & Co. [BIN May20°61,p57]. 

Ward’s is working with the Fugazy 
Travel Bureau, Inc.. in offering some 
25 tours. Ward’s will buy the Fugazy 
tours at wholesale, offer them to its 
customers at retail. 

Both concerns hope to reach a 
fine market in rural areas that just 
aren't covered by travel agencies. 
They expect to do a $20-million vol- 
ume the first year. With the kind of 
volume they expect, savings to cus- 
tomers should be something like 10% 
initially, says William Fugazy, presi- 
dent of the travel bureau. Eventu- 
ally, he looks for savings of up to 
50%. End 
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TAKE A LOOK AT OMAHA... 


recognize any industrial friends among our newcomers? 


Pardon us for name dropping .. . but these are our 


new neighbors in Omaha's planned industrial park. 


It's a fully improved area, designed to complement 
Omaha's other advantages ...to make new indus- 


tries feel right at home and settled, quickly. 


Of course, Omaha has many ideal locations for site 


When looking for a new industrial site 


TAKE A GOOD LOOK 


INQUIRIES TREATED IN STRICTEST CONFIDENCE. . 
OMAHA INDUSTRIAL FOUNDATION 


seeking industries ... Allied Chemical, General 
Motors, Hested Stores, International Paper, Pack- 
aging Corporation of America, Stauffer Chemical 
and Vickers are among other newcomers who have 
found favorable business conditions and attractive 


sites in the Omaha area. 


Omaha 


-CONTACT: M. L. WOODBURN, EXECUTIVE DIRECTOR 
108 SOUTH 18TH OMAHA, NEBRASKA 
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Mass distribution link 





Apparel maker sets up | 
own discount chain 


Spartans Industries sees a softgoods trend toward discount 
stores. By setting up its own chain, it plans to ride the 
trend to bigger volume, better distribution, more profits 


Charles C. Bassine (pictures, left), 
board chairman of Spartans Indus- 
tries, Inc., thinks that the link be- 
tween the two chief elements of the 
nation’s mass distribution system— 
large-scale manufacturing and high- 


volume retail stores—is no better 
than a cow path. 
So Spartans, a major apparel 


manufacturer, is out to replace the 
cow path with a superhighway by 
setting up its own chain of discount 
department stores. 

Last year Spartans turned out 
$43-million worth of popular-priced 
men’s and women’s clothing: shirts, 
skirts, pajamas, housedresses, and 
the like (top retail price for most 
goods, $3.98). Next year the company 
plans to have 50 stores in operation 
with an estimated annual retail sales 
rate of $200-million, and it expects 
to increase its own manufacturing 
volume to $60-million to $70-million. 

Vertical motion. In a trade where 
few have gone the route of vertical 
integration, such a venture is nota- 
ble. Bassine gives some pretty tell- 
ing reasons for the move. 

“Some years ago, he says, “we 
noticed something funny going on in 
the hills. People began to say ‘revo- 
lution —and talk discounting—and 
we felt repercussions of it in soft- 
goods. There was the mass producer 
—which we were—and there was an 
impressive mass movement of 
goods.” 

So Spartans Industries began to 
sell the discounter who was learning 
that softgoods, as well as his staple 
hard lines, could move at lower mar- 
gins. “We noticed that we achieved 
substantial economies by selling in 
bulk to discounters,” says Bassine. 
The company reasoned that there 
would be still further savings in dis- 
tributing to its own discount stores. 


I. Route to profits 


Last November, the company took 
the big step of opening its first two 





Spartan Discount Department Stores 
in Oklahoma City and Dallas. Early 
this year it moved into Austin and 
Fort Worth, then on to San Antonio. 
In August alone, it opened six. By 
the end of the year, Bassine expects 
to have 25 Spartan stores going full 
blast. For 1962, his minimum goal 
is another 25. 

These are typical discount stores: 
one-floor, self-service, with checkout 
counters, cash. They carry shoes, 
toys, hardware, tires, batteries, and 
accessories, as well as apparel. 

After opening the first couple of 
stores Bassine felt sure he was on the 
right track. “We believe that theo- 
retically we can raise our manufac- 
turing profits 50% by going this 
route,” he says. 

Streamlined distribution. Selling 
to outsiders, Bassine points out, 
means warehousing a huge variety 
of goods. “Since every conventional 
retailer wants something different, 
there’s tremendous diversity in size 
and specifications on the orders. 
But now with our own stores, we 
know where the goods will go, not 
at the moment of warehousing, but 
at the moment of manufacture. This 
will eventually mean far more 
streamlined procedures at the ware- 
house.” 

Bassine believes, however, that 
ideally his own stores should account 
for maybe some half his factory out- 
put. “We want outside distribution,” 
he insists. “Otherwise we may fall 
asleep. The best way to get along in 
this jungle is to do business with 
critical strangers.” 

Line to the public. To keep his 
factories on their toes, Bassine has 
also insisted that his stores have the 
same right as outside retailers to say 
no to Spartans Industries’ goods. 
“What we get from our own buyers 
that we don't get from _ outside 
buyers,” Bassine says, “is clear and 
frank reasons for the ‘no buy’. Our 
own buyers tell the manufacturer 
why he’s wrong. And our factories 
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tell the buyers why they are wrong. 
You might call it a controlled con- 
flict. And our design staff benefits 
from straighter and swifter lines of 
communication to the public.” 

Bigger volume. The essence of 
his program is to boost profits by 
eliminating distribution frills—the 
cost of dealing with large numbers 
of individual accounts. The added 
volume that the stores will bring in 
is not to be despised, either. Bas- 
sine figures his stores should aver- 
age total annual volume of about 
$4-million each, of which leased de- 
partments account for some $1-mil- 
lion. His factories supply about 20% 
of the $3-million that the store itself 
controls, or about $600,000 per store 
at retail (an over-all markup of 
roughly 25%). Multiply the total $4- 
million volume by 25, the target for 
this year’s openings, and you get re- 
tail sales of $100-million. 

Next year, with 50 stores, he looks 
for an annual retail sales rate of 
$200-million. Manufacturing — sales 
will still run around $40-million be- 
cause the corporation can’t credit its 
sales to its own stores till the store 
makes the sale. If you could count 
the transfer sale, the factories will 
be doing around $60-million to $70- 
million, Bassine says. 


ll. An industry trend 


Bigger volume, cheaper distribu- 
tion—these are reasons enough to 
tempt a manufacturer to sell to the 
discounter. When the discounter is 
the manufacturer, there are more 
pluses. 

Bassine concedes, though, that 
there is still opposition in soft- 
goods. Most softgoods manufac- 
turers, essentially small businesses, 
depend on good customers for sur- 
vival; the loss of one hurts far more 
than it would hurt the giant appli- 
ance maker. Conventional retailers 
would like nothing better than to 
keep name brands out of discount 
houses. They bring every pressure 
they can on a manutacturer not to 
sell to low-markup operators. 

In spite of this pressure, Bassine 
feels that as the industry grows, its 
opposition to discounters will neces- 
sarily give way. “It is giving way 
now. The need for larger outlets will 
come, and the manufacturer will gain 
the resources—and the status—to 
choose his customers.” 

Special labels. Many branded 
softgoods manufacturers are appar- 
ently trying to solve this dilemma by 
using special labets on goods des- 
tined for discounters. Though the 
garments may be identical to brand 
products, conventional retailers who 
deal in name brands can’t complain. 
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Manufacturers can do this success- 
fully in softgoods, Bassine feels, be- 
cause here the housewife knows her 
way. She can spot quality in a man’s 
shirt—as she can hardly do in a 
refrigerator—and never mind the 
brand. 

Bassine has a couple of other ideas 
up his sleeve. “Our secret weapon is 
new lines,” he says. “Everything we 
sell in our store we study to see if 
we can make.” He is also broadening 
his retail coverage. In August, for 
example, Spartans Industries an- 
nounced it was acquiring Crank 
Drug Co., self-service drug chain. 

Looking at the retail end of his 
business, he sees no problem for the 
discounter in the consumer’s con- 
tinuing demand for better goods. 
Popular-priced goods can move up 
in quality to keep in step with the 
market. It doesn’t necessarily follow, 
says Stanley Maer, who heads the 
retail end of the Spartans business, 
that a discounter should go the limit 
on prices. “You can’t be all things 
to all people,” he argues. “Spartans 
will concentrate on the popular and 
middle-priced product.” 

Foregoing the frills. A much more 
serious problem for discounters, says 
Bassine, is whether housewives will 
continue to accept self-service— 
without frills. There’s a market that 
will continue to insist on the tradi- 
tional, personalized services, but 
Bassine feels it represents maybe 
15% of the total. He has his eye on 
the other 85%. 

His new program brought some 
headaches and cost him some cus- 
tomers. When Spartans first started 
to sell to outside discounters, some 
big conventional retailers stopped 
buying. That didn’t faze Bassine. 
The volume he could sell to a large 
discounter was many times what he 
could sell to even a major depart- 
ment store. 

Some discount customers balked, 
too, when Spartans opened up its 
own stores. “They got mad at us,” 
Bassine says, “but they came back.” 

Finances. Financing has not been 
a problem. A new stock issue last 
spring and a loan from Prudential 
Insurance Co. of America brought 
in enough for Spartans’ current ex- 
pansion program. Though the store 
program has naturally cut into prof- 
its, Bassine has his eyes on the 
future. 

At the same time, he is trying to 
bring something of the same distri- 
bution efficiency to sales to inde- 
pendent retailers by bearing down 
hard on selective distribution. Over 
the years, Spartans Industries has 
pared outlets from 10,000 to 5,000. 
“We are going to steer clear of the 
cow path,” Bassine says. End 
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Free world braces Its currencies 


Meetings in Vienna of World Bank and IMF focus 
on the past year’s problems of pressure on key currencies. 
U. S. backs Jacobsson plan to build ready reserves 


From all over the free world, finance 
ministers and central bankers are 
pouring into Vienna for a long visit. 
They will attend the annual meet- 
ings of the International Bank for Re- 
construction & Development (World 
Bank) and the International Mone- 
tary Fund. 

Every participant has had to do a 
lot of homework, and there has al- 
ready been a round of discussions 
among various delegations, even be- 
fore the Vienna get-together. This 
year’s meeting will be dealing with 
the crucial issue of just how to 
strengthen IMF. 

In the early postwar years, most 
of the concern and controversy at the 
meetings centered around the World 
Bank. Delegations from the under- 
developed nations wanted the bank’s 
lending powers expanded and liber- 
alized, and comparatively little time 
was devoted to IMF. 

However, since 1958, when the na- 
tions of Western Europe moved to 
make their currencies convertible, 
the focus at the meetings has shifted 
to IMF. This shift has been empha- 
sized by a series of crises involving 
the free world’s key currencies—the 
pound sterling and the U.S. dollar. 
And in the past year, first one of 
these currencies and then the other 
has been under attack. 

Stopgap measure. Just a few 
weeks ago, the British drew $1.5- 
billion from the fund. In the past 
nine months, Great Britain has been 
burdened by a growing deficit in its 
balance of payments, and foreign in- 
vestors have been withdrawing 
funds from London at an accelerat- 
ing pace. 

As a stopgap while terms of the 
IMF drawing were worked out, the 
Bank of England got some relief for 
the pound sterling by persuading 
other European central banks to hold 
pounds on a temporary basis. The 
British also put through a series of 
defiationary measures to cut their 
payments deficit, including a hike 
to 7% in the Bank of England’s rate. 

Reserves depleted. The hope is 
that the IMF credits will provide a 
defense in depth for the pound while 
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Great Britain corrects its payments 
deficit. 

In moving to accommodate the 
British, though, IMF has depleted 
its reserves, particularly in the cur- 
rencies of Western Europe. This 
means that if the dollar came under 
attack, forcing the U.S. to draw on 
IMF, it might be difficult to scrape 
up the necessary reserves. 

Some economists and central 
bankers contend that this means 
there is shortage of liquid reserves. 
They point out that since 1948, the 
free world’s trade has more than 
doubled while its supply of gold and 
currency reserves has increased by 
less than 50%. They feel IMF should 
be radically revised to guard against 
a shortage of liquidity. 

Triffin plan. Some of those who 
see an international shortage of re- 
serves as a real and present threat 
support Prof. Robert Triffin’s plan 
for making IMF a central bank for 
the free world—one that would be a 
really effective buffer. 

They would increase the amount 
of reserves available and make it 
much easier for a country suffering a 
deficit in its balance of payments to 
take corrective steps. As they see it, a 
country should not be forced into 
taking actions of a deflationary sort, 
which stunt its economic growth, in 
order to protect itself against a dis- 
ruptive outflow of funds. 

Conservative view. Many ortho- 
dox central bankers are adamantly 
opposed to the Triffin approach. 
They take the line that countries 
that run a balance-of-payments defi- 
cit are living beyond their means, 
and that the only cure is a stiff dose 
of deflationary medicine. 

Few openly advocate a return to 
the discipline of the gold standard, 
under which a country confronted 
with an outflow was forced auto- 
matically to tighten its belt. Yet they 
do not want to see any change in 
IMF’s present reserve position that 
might encourage countries with defi- 
cits to continue inflationary policies. 

Middle ground. These two extreme 
positions will be heard at Vienna— 
at least in the corridors. But IMF 





itself, supported by the U.S. delega- 
tion, is endorsing a plan to strengthen 
the reserve base by adding standby 
credits from the major industrial 
countries. These would be availabie 
automatically to deficit nations. 

This is the Jacobsson plan, named 
for Per Jacobsson, head of IMF. It 
enjoys the most backing, and some 
version of it is likely to be accepted 
by a majority of delegates. 

The U.S. delegation decided some 
time ago to back the Jacobsson plan. 
Before making this decision, how- 
ever, it also considered more radical 
proposals that had some support in 
the President’s Council of Economic 
Advisers, the State Dept., and Con- 
gress. But the Treasury Dept. and 
the Federal Reserve rejected any 
radical move at this stage, feeling 
that on both political and economic 
grounds, the best course is a moder- 
ate and evolutionary one. 

Lopsided reserves. In the Treas- 
urys view, there is no absolute 
shortage of reserves at the moment. 
Instead, the Treasury feels there is 
an imbalance in reserves, with too 
much concentration in the hands of 
Western European countries. It 
wants to see some redistribution, to 
make these reserves usable if needed. 

Jacobsson’s_ middle - of - the - road 
plan is an attempt to compromise 
between the two extreme views. It 
entails getting formal standby com- 
mitments from a dozen countries to 
provide specific amounts of reserves 
if needed. Unlike the quotas that 
each country must supply, these 
funds will be repayable, so they can- 
not be considered a substitute for 
correcting a basic or chronic deficit 
in a nation’s balance of payments. 
Jacobsson—and the U.S.—want the 
funds available on demand, so that 
a country whose currency is under 
attack can be assured of being able 
to defend itself. 

Objections. Even those who want 
a more radical change in IMF regard 
the Jacobsson plan as a useful first 
step. Even so, there’s bound to be 
opposition. 

France, for instance, has made 
known its objections to allowing a 
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country automatically to get credit 
from IMF on demand. The Freach 
argue that a country whose pay- 
ments deficit stems from inflationary 
policies should not be allowed ac- 
cess to additional reserves. Other 
countries, too, with payment sur- 
pluses feel that the plan penalizes 
them for practicing non-inflationary 
policies while it rewards countries 
that don’t exercise sufficient control. 

Answer to argument. The U.S. is 
prepared to meet these arguments. 
It will point out that standby com- 
mitments work both ways—that they 
will put a country in a position to 
borrow from the fund as well as 
lend to it. 

“Some of our friends abroad have 
short memories,” says a U.S. official. 
“They have had balance-of-payments 
difficulties before, and probably will 
have them again. If they support the 
Jacobsson plan, they'll be able to 
borrow when they run deficits.” 

Treasury Secy. Douglas Dillon, 
who heads the U.S. delegation, will 
also emphasize that surplus nations 
have an obligation to use more 
readily the reserves they have 
amassed. He will point out that they 


shave been able to build up surpluses 


largely because the U.S. has borne 
a major share of the free world’s 
burden of military and economic aid. 
He wants them to act as good credi- 
tors by taking a larger share of the 
burden and by making their reserves 
more freely available. 

Delicate mechanism. According to 
Treasury officials, the Jacobsson plan 
does not mean that a deficit country 
can escape exercising discipline over 
ts own economy. But it should pro- 
vide enough of a buffer so that 
drastic deflationary measures can be 
avoided. 

The U.S. will stress that reliance 
on orthodox deflationary measures 
by any major trading nation would 
be harmful to the rest of the world. 
A country that cuts back imports 
sharply and raises interest rates 
might touch off a flow of hot money 
that could topple the present finan- 
cial mechanism. 

There’s no doubt that the present 
mechanism is delicate. It could fall 
over like a house of cards if there 
should be a speculative run on either 
of the two key currencies. But the 
U.S. feels that strengthening of the 
mechanism, rather than a _ radical 
change in its form, will prove an 
adequate buffer. Some Administra- 
tion policymakers think a more radi- 
cal change will be needed later on, 
but the majority of the delegation 
will be satisfied if the major coun- 
tries agree to the scheme for standby 
credits. 

How much money. It will not be 
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easy to get agreement on any large 
amount of standby credits, although 
the U.S. is thinking in terms of $6- 
billion, with $4-billion coming from 
Western Europe and Japan, the rest 
from the U.S., Great Britain, and 
Canada. 

European delegates ‘will hesitate 
because they are worried that the 
U.S. is again headed for a bout with 
inflation and they don't feel that they 
should underwrite it. Dillon and his 
colleagues will spend much of their 
time trying to convince the Euro- 
peans that the U.S. is determined 
to fight any domestic inflation. 

But Dillon will also take the offen- 
sive to make clear his belief that 
the surplus nations must provide 
more of their “scarce” reserves. He 
will press Germany and other coun- 
tries either to increase their eco- 
nomic aid or to spend more on de- 
fense. This would help the U.S. in 
reducing its own balance-of-pay- 
ments deficit. 

Some steps already. Since the 
London “gold rush” last October, 
most Western European countries 
have been willing to cooperate—to a 
certain extent at least. Germany, for 
example, revalued its currency (al- 
though some U.S. officials still con- 
sider the 5% increase “inadequate” ), 
discouraged foreign investment, and 
made a big repayment on its postwar 
indebtedness to the U.S. In general, 
central bankers have been coopera- 
tive in restricting their demands for 
U.S. gold. 

But since Britain’s big drawing 
from IMF, the chances of a specula- 
tive run on the dollar have increased, 
and the first order of business is to 
bolster the present mechanism. If 
this can be accomplished, says one 
U.S. official, there will be less risk 
of a disruptive attack, and conse- 
quently no need to pursue extreme 
deflationary policies. 

As another official puts it: “We 
shouldn't use orthodox deflationary 
measures if we get into an unortho- 
dox type of inflation. That would 
make us less competitive rather than 
more.” 

In the long run, other measures 
may be needed to guard against 
international shortage of reserves— 
and to isolate a nation that is run- 
ning a deficit and is under attack 
by speculators, even though its defi- 
cit is for non-inflationary reasons. 
But for the moment, the aim is to 
increase the amount of reserves 
available to the free world rather 
than to create new reserves. 

Dillon himself has said: “New re- 
serves injected into the present pay- 
ments situation would simply move 
to the centers which already have 
excess reserves.” End 
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ideas and news 


New era of quiet in cooling: Smooth-running Allis-Chalmers pumps and motors 

“speak” with a whisper . . . circulate chilled water silently for air conditioning 
hospitals, schools, shopping centers or office buildings. Quiet operation is a result 
of the extra attention to detail given in manufacturing and testing. One example 
is the sound analysis laboratory where exact sources of unwanted vibration can 
be pinpointed, new design concepts developed. 
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More air. . . less wear with vibra- 
tion-free compressor: RO-FLO 
compressors with sliding-vane ro- 
tary design eliminate efficiency 
loss inherent in reciprocating-type 
machines. Centrifugal force keeps 
vanes in close contact with cylin- 
der walls, automatically compen- 
sating for wear. Rotary action re- 
duces the number of wearing parts 
to three .. . blades, bearings and 
seals ... maintenance is mini- 
mized. You get many other advan- 
tages with this rotary compressor 
from A-C. Compact design mini- 
mizes floor-space needs. Lack of 





















d vibration simplifies foundation 
ir needs and gives you pulsation-free 
1, air. Operation is so smooth you can 
A- stand a coin on edge atop a RO- 
or FLO compressor operating at full 
Scahex pencils. panes No bake-out for wet motor: This SUPER: 
) compressor Single-stage units SEAL motor, installed in a low-lying work 
a- are available for pressures to 50 room of a Connecticut paper mill, has re- 
d, pounds gauge. Two-stage units to peatedly been under 5 to 6 feet of water. 
to 125 psig ; When the flood water recedes, the motor 
If r goes back into service without costly, time- 
1e consuming ‘‘bake-out."” POXEAL and SILCO- 
sk FLEX insulations, used in SUPER-SEAL 
“ motors, are impervious to moisture, dust, 
ait . = = dirt, oils and most acids and alkalies. 
ne 
| To put productive ideas like these to work y 
Ve . = ‘ 
» | ,..$ee your Allis-Chalmers distributor 
0- 
- Silent pumps for air conditioning . . . motors that shrug off floods... 
compressors that defy wear. These examples demonstrate the extra value 
He: that is standard with A-C ... the greater efficiency and added productivity 
1S : ? 
ie which are yours when you buy A-C products, systems and services. Call your 
i nearby Allis-Chalmers distributor for details on A-C “worth-more” features. 
f. Or write Allis-Chalmers, Milwaukee 1, Wisconsin. 
re Some franchises are available for A-C compressors, motors, control and pumps. 
re) 
yes 
1er ALLIS-CHALMERS PRODUCTS FOR INDUSTRY: compressors, controls, coolers, 
crushers, earth-moving equipment, engines, generators, industrial systems, kilns, 
re- lift trucks, mills, motors, pumps, rectifiers, screens, switchgear; thermal, hydro 
ay- and atomic electrical generating equipment; transformers, unit substations. 
ve Ro-Flo, Poxeal, Silco-Flex and Super-Seal are Allis-Chalmers trademarks. A-1498 
ALLIS-CHALMERS 
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Hauling freight by the package 


Containerization has come a long way, but it still has a lot 
of room for growth, the cargo industry finds 


It has problems, too. Perhaps the most serious is the lack 
of standardization of containers and equipment 


Shippers and carriers are also concerned about devising 
a system of rates that will be economical and fair 


Containerization, the fledgling cargo- 
handling system, is gaining a firm 
foothold in the nation’s transporta- 
tion industry. But it has a long way 
to go before it fulfills its promise of 
revolutionizing the ancient business 
of hauling goods. 

That’s the impression you get from 
a series of goings-on among contain- 
erizers. This week the International 
Standards Assn., meeting in New 
York, is trying to hammer out world- 
wide agreement on container sizes. 
Last week an impressive array of 
containers was the center of interest 
at the Second International Cargo 
Handling Exposition in New York, 
while members of the International 
Cargo Handling Coordination Assn. 
were thrashing over the problems of 
containerized transport. 

The coming thing. All this con- 
cern about containerization is enough 
to suggest that it is here to stay. 
Some people, especially those who 
make the containers, contend it will 
be the dominant mode of shipping 
goods within another three to five 
years. 

But calmer voices are pushing the 
revolution off into a dimmer future. 
A recent management consultant’s 
study for the Wall Street firm of 
Halle & Stieglitz concludes: “It 
seems inevitable that in the future 
the bulk of freight will be trans- 
ported in containers. Equally certain, 
it appears that the transition to con- 
tainerized shipping will occur slowly 
over the next 10 to 20 years.” 

Fans of containerization are quick 
to point out its many advantages 
[Bi] May14’60,p114]. The whole con- 
cept is to assemble goods into a sin- 
gle-unit “package” to expedite trans- 
fer from one carrier to another. This 
cuts handling time in, say, shifting 
goods from trucks to railway cars, or 
from freight cars to ships. Speeding 
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up the movement of goods can elim- 
inate some warehousing operations, 
and less handling of goods can re- 
duce insurance costs by reducing 
damage. 

Boni, Watkins, Jason & Co., Inc., 
which prepared the Halle & Stieglitz 
report, estimates this could all add 
up to a saving of $10-billion a year 
to the American economy. 

Growth and change. Such a pros- 
pect is certainly a factor in enticing 
companies into the field. But the 
negative factors are equally awe- 
some. Containers themselves and 
the equipment to handle them re- 
quire large capital outlays, and in 
this early stage of the game they 
are subject to rapid obsolescence. 

Moreover, large sums of money 
are invested in traditional equip- 
ment, which carriers would like to 
amortize before plunging into new 
spending. Also, there’s still uncer- 
tainty as to whether rate structures 
will be established that will allow 
shippers to reap full benefit of the 
savings involved. 

Another problem to be solved is 
the question of container ownership. 
Is the carrier or the shipper to make 
the big investment in the cargo 
units? While both probably will do 
so to some extent, leasing companies 
may ultimately emerge as the major 
owners. Several such companies now 
are well under way in the field. 

Perhaps the most formidable prob- 
lem—as evidenced by the _helter- 
skelter display of container types at 
the New York exhibition—is the 
lack of standardization. The aim 
of containerization—interchangeabil- 
ity among carriers—demands that 
uniformity of types, sizes, and ma- 
terials handling equipment be main- 
tained among carriers. 

Rail types. The railroads, for in- 
stance, are using three distinct sys- 


tems of containerized transport in 
their “piggyback” (trailer-on-flatcar) 
operations: Flexi-Van, the ACF 
trailer hitch, and Clejan. 

Flexi-Van containers are loaded on 
flatcars from the side. The ACF sys- 
tem permits end-loading of standard 
wheeled trailers onto standard flat- 
cars; they are not adaptable to wheel- 
less containers. Clejan, owned by 
General American Transportation 
Co., is an end-loading system for 
either trailers or containers. 

There is also a divergence between 
containers that are used in overland 
transport and those used in ocean 
shipping. 

Standardizing. A broad coopera- 
tive effort is afoot to fix sizes for 
“universal” containers. An important 
first step in this direction came this 
summer when the American Stand- 
ards Assn., after a two-year study, 
recommended dimensions for stand- 
ard van-size containers. 

These are 8 ft. high, 8 ft. wide, 
with lengths of 10, 20, 30 and 40 ft. 
Containers of these sizes will be suit- 
able for use singly or in multiples on 
the latest 85-ft. railcars, on ships now 
being built under the government's 
vessel replacement program, on the 
conventional truck-trailer chassis, or 
in the newer all-cargo aircraft. 

The next step is to draw up stand- 
ards for cargo-size containers—any 
size below the smallest van-size of 8 
by 8 by 10 ft—and to try to get 
other nations to agree on dimensions. 
Europe is already several years 
ahead of the U.S. in containeriza- 
tion, and it generally has adopted 
smaller size units than those in use 
in this country. Hopefully, the ISA 
meeting this week will make a start 
on this. 

Growth predictions. In view of 
such problems, predictions on the 
rate of development are risky. Esti- 
mates put the number of non-stand- 
ardized van-size containers in use last 
year at 13,000 to 15,000—more than 
80% of which were in marine service. 
About 10 times that many cargo-size 
containers are in use. Aluminum Co. 
of America figures there will be 
about 760,000 van-size containers in 
use by 1970. Its competitor, Reyn- 
olds Metals Co., is more optimistic, 
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New Bendix space chamber 


to simulate orbit conditions — 


test full-size spacecraft 


This is a space chamber. It is part of The Bendix 
Corporation’s new Space Laboratories now nearing 
completion at our Systems Division, Ann Arbor, 
Michigan. Its purpose: to simulate the many condi- 
tions a satellite or spacecraft will encounter while 
traveling in outer space. @ The result will be a precise 
means of previewing the performance of present and 
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FISHER BUILDING, DETROIT 2, MICHIGAN 


future space vehicles. e@ Full-size space vehicles will 
operate in the new Bendix chamber as they would in 
actual orbit. They will be subjected to solar glare, the 
super-cold of space darkness, and severe structural 
and thermal loads. @ This is the latest addition to our 
expanding series of chambers and facilities for com- 
plete space system development, assembly and test. 








CREATIVE ENGINEERING IN: 
electronics * missiles & space 
aviation * sonar * marine 
automotive * computer 
machine tools + nucleonics 
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LMOST one-fourth (22.4% ) of the 

Nation’s total buying power is in 
Kentucky and its bordering states—over 
half the total Continental U. S. popula- 
tion lives within 400 miles of Kentucky. 
No other uncrowded state puts your 
company so close to so many customers, 
to so many raw materials and com- 
ponents. 

But Kentucky’s strategic geographical 
location, its tremendous water resources, 
rich mineral deposits and great reserves 
of energy sources only partially explain 
why this State is growing 55% faster than 
the national average. 

Other reasons become obvious when 
you visit Kentucky. Early in 1960, Gov- 
ernor Combs and Lt. Governor Wyatt 
announced a 25-point program to supple- 
ment the State’s abundant natural advan- 
tages. Today, every on? of the projected 
activities has been actu 'ly launched. And 
Kentucky’s growth is now setting new 
records. 

We would like to show you how Ken- 
tucky’s unique combination of natural and 
man-made advantages can mean greater 
progress and profits for your company. 
Address: Lt. Governor Wilson W. Wyatt, 
or E. B. Kennedy, Commissioner, De- 
partment of Economic Development, 300 
Capitol Building, Frankfort, Kentucky. 


COMMONWEALTH OF 
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he N i UC rw ; ARE HAPPENING 


| around your markets 


POPULATION 


% OF U.S. 
i) 38.1 
Q « 


And Kentucky offers 
much more than 
location advantages 


FINANCING PLANS — more industrial 
financing plans (five) than any other 
State. 


TRANSPORTATION FACILITIES — served 
by 4.000 mi. of track, 20,000 mi. of 
State-maintained highwWays, more 
miles of navigable rivers than any 
other State, seven major airlines. 


POWER SUPPLY —sufficient public and 
private reserve capacity readily avail- 
able in Kentucky to supply the needs 
of any new or expanding industry. 


WATER RESOURCES — Kentucky has 
adequate ground and surface water 
to fulfill all your present and future 
needs. 


LABOR FORCE — survey of Kentucky’s 
1,000 largest manufacturers shows 
94% consider their labor productivity 
from average to very high. 


COAL RESERVES —third-largest bitumi- 
nous coal-producing State with two 
large, widely separated fields. 


NATURAL GAS —more than 90 of Ken- 
tucky’s 120 counties have natural gas. 


RAW MATERIALS—Natural: coal, nat- 
ural gas, oil, limestone, silica sand, 
fluorspar, ball and fire clay, timber. 
Manufactured: chemicals, metals, 
plastics, coke, synthetic rubber, to 
name a very few. 


RESEARCH FACILITIES — New Spindle- 
top research facility is a three-way 
partnership involving the State, Uni- 
versity of Kentucky and private 
industry. 
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BIG THINGS 





The tendency of shippers 
to engage in do-it-yourself 
transportation... 


Story on page 84 


with an estimate of “between 800,000 
and 1,500,000.” 

For manufacturers of containers, 
the more conservative Alcoa esti- 
mates would mean a sales volume of 
$265-million a year until 1965, and 
an average of $650-million a year be- 
tween 1966-1970. This is quite apart 
from the demand that would be 
generated for handling equipment, 
new highway trailers, and railroad 
cars. 

Carriers’ problem. The very na- 
ture of the container concept—stand- 
ardization—is almost certain to force 
carriers to ease their bitter competi- 
tive battles and to begin cooperating 
by quoting joint rates and offering 
through routing. 

This would mean a single charge 
to the shipper, based on a single bill 
of lading covering the most advan- 
tageous combination of carriers over 
a given route. A recent study by 
Containerization Research Co., Cam- 
bridge, Mass., in fact, foresees the 
rise of “integrated” transportation 
companies offering door-to-door serv- 
ice. 

If the common carriers, after years 
of balking, accept the principle of 
integrated service, they stand a good 
chance of arresting the tendency of 
shippers to engage in “do-it-yourself” 
transportation. Private carriage has 
made sharp and, in the view of most 
experts, alarming inroads since 
World War II into the domain where 
common carriers once were supreme. 
The Halle & Stieglitz study shows 
that the “private” share of truck 
freight alone rose to 67% last year, 
up from 62% in 1950. 

New rate structure. Containeriza- 
tion’s greatest long-range impact on 
the pocketbooks of both carriers and 
shippers is likely to come from its 
effect on the traditional freight rate 
structure. Encouraging joint rates 
will be a major development in itself. 
More significantly, however, contain- 
erization will speed the erosion— 
which piggybacking has already be- 
gun—of the complicated “class” rate 
structure that railroads have built 
up over the past century and that 
truckers have adopted in part. Under 
this system, charges vary according 
to the type of commodity being 
shipped. Piggybacking ditched this 
class system and made a flat “all- 
freight” rate for hauling the truck 
trailer regardless of its contents. End 
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Webster’s way out dictionary 


The newest edition of famous unabridged dictionary 
abdicates its right to prescribe correct 
usage, instead records the language in its current state 


How’s this for a businessman’s night- 
mare? 

A one-product company that pours 
millions into research but brings out 
a new model only about four times 
each century has just stuck its neck 
out with a version that could easily 
prove 20 years ahead of its market. 

But it’s no nightmare. The G. & C. 
Merriam Co., the only legal succes- 
sors to America’s great lexicographer, 
Noah Webster, later this month will 
publish the third edition of Web- 
sters New International Dictionary 
—that fat, old guardian of our lan- 
guage. It’s the first unabridged Web- 
ster in 27 years, and it has cost the 
company $3.5-million just for edi- 
torial effort and typesetting—an im- 
pressive sum for a company that 
does an estimated gross business ‘of 
only $4-million a year. 

New approach. And the “Third” 
may well stir up a controversy once 
it's in the hands of academicians. 
Since Dr. Samuel Johnson published 
his famed lexicon in 1755, diction- 
aries have been mostly “prescriptive” 
establishing what is right in mean- 
ing and pronunciation. But in the last 
half century a new science, linguist- 
ics, has been emerging. It strives to 
describe a language in its present 
state, without getting into judgments 
of what's “correct.” The new Web- 
ster is based on these theories, and 
it’s the first unabridged dictionary 
to bring this new science to the 
public. Says Dr. Philip B. Gove, edi- 
tor of the Third Edition: “There's 
no divine sanction in language. It’s 
an instrument of the people who use 
it.” 

This could prove risky, however. 
Merriam’s competitors marvel at the 
boldness of the move. Some even 
feel it might cost the company part 
of its traditional market. One major 
competitor says: “What they did was 
right, but they may have 5 on it 20 
to 30 years too soon. They're staking 
their reputation against a lot of re- 
sentment among academicians who 
control the school markets.” 

Broader market. But Merriam is 
looking to a much broader market 
than it ever has in the past. Gordon 
J. Gallan, the company’s president, 
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declares, “Our investment is greater, 
and as costs go up the answer is 
volume.” To launch the new book, 
Merriam is more than doubling nor- 
mal advertising expenditures for six 
months—‘“the greatest concentration 
of advertising ever used by any pub- 
lisher to promote any single book.” 

Another indication of the turn to 
broader markets: The company is 
passing out leggy photos of Betty 
Grable, who is quoted in the book. 
Doubtless, too, it will be useful to a 
wider audience than older editions. 
It records the living language that 
people rely on to communicate— 
which is the very reason for a new 
edition. If dictionaries did not fol- 
low the language, contends Gove, 
“you'd end up with a literary lan- 
guage quite separate from the 
spoken language.” 

Massive job. The production of 
this dictionary was a monumental 
operation. Over 100 staff editors— 
most of whom are scholars—and 200 
consultants poured 757 editor-years 
into it. They scoured publications 
from all over the English-speaking 
world—including Business Week 
and other news weeklies, Saturday 
Evening Post cartoons, and Sears, 
Roebuck catalogues—to follow new 
words and new meanings until there 
is evidence they are established in 
the language. The peak effort cov- 
ered the last 10 years, but it’s a con- 
tinuing research that goes on from 
one edition to the next. 

Basically, this is the same snippet 
technique of Dr. Johnson and Noah 
Webster. But Merriam has built a 
massive amount of scholarship into 
the technique by collecting “cita- 
tion” files—now swelling to over 7- 
million slips—on word usage. Even 
competitors agree that these files are 
the largest source of basic word re- 
search carried on by any commercial 
institution, and it has made the un- 
obtrusive, two-story Merriam build- 
ing in Springfield, Mass., a mecca 
for lexicographers. Says Merriam 
Pres. Gallan: “We might make more 
money selling beer, but we have a 
heavy responsibility to the English- 

speaking w orld to keep abreast of 
the language.” End 








mean the difference between 

profit and loss in handling 
delicate equipment, between 
comfort or discomfort at home, 
office, or hospital. Bassick 
casters contribute a high degree 
of smoothness to movement 

. of products, materials, 

furniture, equipment, or people. 
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In production 


Canco has new machine that makes 
cans of any material at fast clip 


American Can Co. engineers seem to have solved one 
serious problem that can makers have faced for the 
last few years: how to adapt production equipment for 
the various types of materials—from thin tinplate, to 
tinless tinplate, to aluminum—that their customers 
might want. Canco researchers have produced a new 
all-purpose machine that not only produces cans of any 
material, but also turns them out at 2,000 cans per min- 
ute. That’s more than three times as fast as conventional 
can making machines. 

The machine makes the can bodies out of a continu- 
ous strip of material by first forming a tube, then cut- 
ting the can bodies off on a whirling Ferris wheel ar- 
rangement at the end of the line. 

The can maker, according to Canco general manager 
William F. May, is a result of “forgetting how to make 
cans” and starting from scratch four years ago to de- 
sign new equipment. 


Crosby-Teletronics files suit 
against GE for patent infringement 


Like a toy bulldog trying to chase the neighborhood St. 
Bernard out of the yard, tiny Crosby-Teletronics Corp. 
of Syosset, L. I., filed a patent infringement suit last 
week against General Electric Co. The bone of con- 
tention is patent No. 2,851,532, covering stereophonic 
FM broadcasting using a technique of multiplexing 
developed by Murray G. Crosby, board chairman and 
director of research of Crosby-Teletronics. 

Crosby claims that his patents cover the method se- 
lected by the Federal Communications Commission for 
stereophonic FM broadcasting, even though some spe- 
cific details of the system were worked out and spon- 
sored by Zenith Radio Corp. and General Electric. 
The little company is licensing manufacturers to pro- 
duce stereo adapters and stereo sets, and so far has 
signed up 30 radio set producers, mostly smaller manu- 
facturers. A victory in court would pull in the big manu- 
facturers, too. 


General Electric develops process 
for turning out semiconducting diamonds 


If and when the need crops up for an ultra-high tem- 
perature semiconductor, General Electric Co. may have 
just the thing: manmade semiconducting diamonds. 

Scientists at GE’s Schenectady labs last week de- 
scribed a process for growing diamond crystals that 
can do the same job as germanium, silicon, or other con- 
ventional semiconducting materials—though probably 
at a higher cost. 

Right now, GE won't speculate on specific applica- 
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tions, but believes that the diamonds might be used in 
extreme high-temperature environments. Silicon’s maxi- 
mum operating temperature, for instance, is roughly 
250F, and germanium’s is 180F. 

GE claims semiconducting diamonds could operate 
at temperatures up to 900F. “At the moment, though, 
were not really hunting a market,” says a GE spokes- 
man. “The process is more for studying the semicon- 
ductance phenomenon in diamonds.” Only about 1% 
of natural diamonds are semiconducting. 


New computer program is developed 
for numerically controlled machine tools 


Remington Rand Univac Div. of Sperry Rand Corp. and 
Rohr Aircraft Corp. jointly have developed a new com- 
puter program package for numerically controlled ma- 
chine tools. The computer program, designed for me- 
dium-sized computers—specifically the Univac Solid 
State 80 and 90 series—provides a short-cut method for 
calculating the instructions to direct numerically con- 
trolled contouring machines. 

Although not so comprehensive as the APT system or 
IBM’s three-dimensional Autopromt [Bi Jun.1761, 
p80], which require large computers, Univac spokesmen 
believe the new program will help smaller companies 
to take advantage of numerical tools. The program is 
available to Univac customers or at Univac service 


centers. 


Philade!phia Electric puts digital computer 
in charge of 34 operating units 


Philadelphia Electric Co. has turned over the complex 
job of directing operation of 34 generating units to a 
single digital computer. This chore, called dispatch 
control, involves dividing up the power load economi- 
cally between all the generating units and interconnec- 
tions with power grids. 

This job has been handled automatically by com- 
puters for some years in other networks, but never 
before by a digital machine. On other dispatch jobs, 
utilities used analog computers—which operate basi- 
cally like a specially built electrical slide rule. Phila- 
delphia Electric decided on a digital system developed 
by Minneapolis-Honeywell Regulator Co. because it 
believes the digital machine will adapt more easily than 
an analog computer to changes in the generating sys- 
tem. According to PE engineers, it’s considerably easier 
to make a change in a digital program than to alter 
the hardware in an analog system. Furthermore, the 
digital computer totes up the electricity bill every hour 
for the amount of power interchanged with other 
generating systems. 

The company estimates the automatic dispatch sys- 
tem, which costs nearly $1-million, will save $140,000 
a year compared to the previous manual operation. 
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RECOMMENDED...SPECIFIED... 
REQUISITIONED...CALLED LOCAL OFFICE. 
These buying actions are a result of catalog 
use. Industry's buyers turn to catalogs 

to compare, specify and buy. The catalogs 
that are easiest to find are used most. 

That’s why buyers regularly refer to the 
catalogs in Sweet’s Files — and why 

1800 leading companies serving the 
industrial and construction fields 

maintain their catalogs in Sweet'’s. 

They know these catalogs generate 

buying actions that lead to 

selling opportunities. Over 100 of 

these companies have made 
studies which prove this. 
For full facts, contact 
Sweet’s Catalog Service, 
Div. of F W. Dodge 
Corporation, 

119 West 40th St., 

New York, N.Y. 
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HOW AMCHEM ADDS “SAFE” PASSAGE TO THE HIGHWAYS 


Reliability through Amchem chemicals means greater 
safety on the highways for motorists and pedestrians alike. 


Chemical brush killers pioneered by Amchem are vital 
factors in maintaining brush-free roadsides, intersec- 
tions, rights-of-way, etc. The unimpaired visibility thus 
provided is a major preventative of highway accidents. 


New, enduring aluminum and steel highway signs owe 
much of their effectiveness to the tenacious paint bond- 
ing characteristics of Amchem chemicals—Alodine for 
aluminum, Granodine for steel. 


Amchem chemicals are hard at work everywhere—in 
industry, in agriculture, at home and abroad. Amchem 


<QUCHES- 


manufactures world famous ‘‘Weedone”’ chemical weed 
and brush killers and plant hormones that eradicate 
weeds and stimulate plant growth all over the world. 
Alodine and Granodine have become standards in corro- 
sion-proofing and pre-paint preparation for aluminum 
and steel, adding years of life to products of sheet metal 
and to the retention of their initial beauty. 


Through its Benjamin Foster Company Division, Amchem 
markets a wide line of protective coatings for thermal 
insulation. 

Amchem licensees abroad sell all of these products in 
every country of the free world. 


Write for further information. 


AMCHEM PRODUCTS, INC. 


(Formerly American Chemical Paint Co.) 
AMBLER, PA. 


Detroit, Mich., St. Joseph, Mo., Niles, Calif., Windsor, Ont. 
Amchem and Weedone are registered trademarks of Amchem Products, Inc. 


Alodine and Granodine are Amchem'’s registered trademarks for its conversion coating chemicals. 














pa 


no 
tre 
sle 
G] 
vic 


Re 


tro 
ant 
mi 
col 
GN 
all 

do: 
Cal 


Bu: 














—————eee 





What’s new in the auto agreement 








1958 1961 
Wages Roughly 6¢ an hour, plus About 12¢ an hour this year, about 
c-of-| adjustments 7¢, plus c-of-] adjustments, 
second and third years. 
Supplemental Benefits limited to maximum of $30 Benefits increased to maximum 
unemployment for 26 weeks except in special cases. of $40 per week for up to 
benefits Company contribution ceased when 52 weeks. Company contributes 5¢ per 


fund level reached 100%. 


hour worked, regardless of fund level, 
until December, 1962 





Short work weeks 


No provision 


For scheduled short weeks, benefits of 
65% of pay for each hour under 40 

not worked. For unscheduled short weeks, 
benefits of 50% of pay. Benefits paid 
from SUB funds. 





Moving allowance 


No provision 


Workers transferred to another company 
plant more than 50 mi. away get 
allowances, on distance, of up to $580. 





Medical care 


Hospital coverage for 120 days. 
Cost split 50-50 by company and 
worker. Company did not pay any 
premiums for workers laid off 
or retired. 


Hospital coverage for 365 days. Company 
assumes full cost. Premiums paid for 
workers on layoff in relation to SUB 
benefits, with maximum of 12 months. 
One-half premiums paid for retirees. 





© Business Week 
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Issues of cash and principle 


These are the ingredients of agreement between UAW 


and General Motors on a new contract. Many points show how 
Reuther played GM and AMC against each other 


Although local strikes at General 
Motors Corp. plants clouded auto 
negotiations this week, it was still ap- 
parent that GM and the United Auto 
Workers already had set the eco- 
nomic pattern for new labor con- 
tracts at Ford Motor Co. and Chry- 
sler Corp. It was clear, too, that the 
GM agreement (table) was a major 
victory for UAW Pres. Walter P. 
Reuther. 

Reuther likely would have little 
trouble forcing the pattern on Ford 
and Chrysler. Smaller companies 
might not like GM’s terms, but they 
could hardly settle for less when 
GM itself had agreed to a pattern— 
all but profit-sharing—that was laid 
down two weeks before by Ameri- 
can Motors Corp., which is only 
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the fourth largest car manufacturer. 

Biggest raise. So liberal were the 
fringe benefits provided to AMC’s 
23,000 workers through a new 
“progress sharing” fund [BIN Sep. 
2’61,p37], that to match them GM 
had to agree to its highest yearly 
wage hike since 1946. 

In the first year of the new con- 
tract, GM workers will get paycheck 
boosts of 12¢ an hour, about 5¢ 
above the average of all pay boosts 
negotiated in recent years. Over the 
three-year life of the contract (UAW 
lost its bid for a two-year term), 
GM’s 310,000 auto workers and 25,- 
000 electrical union workers will get 
about 26¢ in gross pay raises. 

This includes a direct wage boost 
of 5¢ the first year and 7¢ in each 


of the last two years, plus a first-year 
windfall of 6.7¢ that workers for- 
merly paid toward medical insur- 
ance but save now that GM has 
assumed the total cost of health in- 
surance. Unlimited cost-of-living 
pay hikes could add as much as 10¢ 
to wages over three years, as they 
did between 1958 and 1960. 

Fat package. Neither side would 
put a price tag on the total package, 
but the cost of pay and fringe in- 
creases to GM won't fall much short 
of 30¢ for three years. 

Considering the pay raise effect 
on vacation, holiday, and overtime 
pay, the total fixed pay hike will cost 
GM more than 28¢. In fringe areas, 
GM increases its obligations to the 
pension fund about 1¢ and for the 


LABOR 93 








New Twists from an 
old hand in Fiber Glass 












































THEY’RE CUTTING THE COST OF COMFORT.... 
with Gustin-Bacon’s New Aluminum-Cased Glass Fiber Duct 


To provide comfort, a duct system must distribute conditioned air 
to the right places at the right temperatures. But for efficiency and 
operating economy, a duct system must also provide thermal insula- 
tion, sound absorption and vapor barrier. Lost heat wastes money .. . 
noise distracts . . . condensation damages. In conventional systems, 
thermal insulation, sound absorber and vapor barrier must be applied 
to the duct itself in a step-by-step installation. Not so with G-B Duct 
. its high density fiber glass construction not only makes an ex- 
cellent air handling system but also insulates against heat loss, 
absorbs noise and prevents condensation. These “built-in” features 
can reduce system installation time as much as 50%! And with its 
welded aluminum casing G-B Duct meets strictest fire codes for 
commercial, industrial, residential or institutional buildings. 


Aluminum-cased G-B Duct has all the advantages of a custom- 
engineered system incorporated into a single, easy-to-install, economi- 
cal product. Another example of how Gustin-Bacon offers industry 
new ways to do better jobs at lower cost. 


GUSTIBABON 14 gb 


208 W. 10th St., Kansas City, Me. 
Thermal and acoustical insulations ¢ Automotive products ¢ Railroad products 
Pipe couplings and fittings 
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first time is obliged to pay 5¢ an hour 
into its SUB fund through Novem- 
ber, 1962, even when the maximum 
funding position is at 100%. 

GM also will have to pay “new 





money” in a totally new area—mov- 
ing allowances. 

UAW gains. For Reuther, the GM 
agreement is important for more 
than pay raises. It contains the seeds 
of nearly all the fringe area “prin- 
ciples” that Reuther had demanded 
to protect job security from tech- 
nological change—moving  allow- 
ances, a short work week penalty, 
and greater employer liability for 
work force fluctuations. 

The new 52-week duration of sup- 
plemental unemployment _ benefits 
means a solid advance toward Reu- 
ther’s cher‘shed goal of a guaranteed 
annual wage. To some extent, 
Reuther can also claim that UAW 
has cracked what it calls inequities 
in earnings security of hourly and 
salaried workers. 

Finally, Reuther was able to over- 
ride all recent bargaining trends to- 
ward restricting or eliminating the 
c-of-] clause. This could prove a 
turning point for a labor movement 
that has lately taken many a setback 
at bargaining tables. 

Terms of contract. Major items in 
the GM agreement are these: 

# Continuation of the annual im- 
provement factor wage increase of 
2.5% or 6¢, whichever is greater. 
This will average about 7¢ an hour 
each year for GM workers. But GM 
will keep 2¢ of the AIF hike due this 
Sept. 1, to pay full health insurance 
costs, formerly split evenly with 
workers. 

# Continuation of the cost-of-liv- 
ing clause with no limit. GM had de- 
manded a 6¢ limit over three years 
and a switch from quarterly to an- 
nual computation. Twelve cents of 
the current 17¢ “float” will be incor- 
porated into base wages, raising auto 
rates from about $2.50 to $2.67. The 
remaining 5¢ will be carried forward 
for adjustment up or down accord- 
ing to rise or fall in the Consumer 
Price Index. A c-of-] penny due auto 
workers as of Sept. 4 is diverted into 
the pension fund for increased pen- 
sions and health coverage for re- 
tirees. 

« Increased SUB payments to 
weekly maximum of $40 and max- 
imum duration of 52 weeks. Pay- 
ments formerly were limited to $30, 
and duration was tied to the number 
of weeks that unemployment com- 
pensation was paid under state law. 
This was 26 weeks in most states. 

SUB fund. Other changes in the 
SUB plan reflect the union’s at- 
tempts to make SUB the work-stabi- 
lizing plan UAW hoped it would be- 
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NEW—TWO LOW-COST MINIATURE BALL BEARING LINES 


New Departure ABEC 3* and ABEC 5* miniature ball bearings now offer manufacturers of 
precision miniature potentiometers, gear trains, motors and similar precision products the opportunity 
to reduce bearing costs substantially. 


New Departure ABEC 3 and ABEC 5 bearings can be used wherever the high precision and perform- 
ance of ABEC 7 bearings are not required. They offer the engineer greater design versatility—he 
can select the most economical bearing for each application. Moreover, New Departure ABEC 3 
miniature ball bearings can be used to upgrade products presently using precision sleeve bearings. 


New Departure will continue to offer super precision ABEC 7 miniature ball bearings for your highly 
critical applications. 


If you are planning a re-evaluation of your miniature bearing applications, it will pay you to consult 
the N/D Sales Engineer in your area. His assistance may help pave the way to reduced parts 
cost or enhance the quality of your product. For more information, write for booklet AST, 
NEW DEPARTURE, DIVISION OF GENERAL MOTORS CORPORATION, BRISTOL, CONN. 


*Bearing tolerances as established by the Annular Bearing Engineers Committee of the Anti-Friction Bearing Manufacturers Assoc. 
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RECLOSING is 
SIMPLE and SURE 
with the ZIP-LIP 








RESEAL/REOPEN/REPEATEDLY 


@ A swift crosswise pressure of thumb and finger on the built-in 
plastic “zipper strip” seals or reseals the Zip-Lip surely. Picture 
your product in a reclosable poly bag—the bag that makes sales 
faster. Made only by Kennedy, Zip-Lip will amaze you—write 
today for samples. 


Kennedy Car Liner & Bag Co., Inc, 


1000 Prospect Ave., Dept. J 
Shelbyville, Indiana 





Sales Offices in Many Cities. See the Yellow Pages of Your Phone Book. 
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come when Ford originated it in 
1955. 

Theoretically, SUB is a penalty on 
employers who permit sharp fluctua- 
tions in their work force—the more 
layoffs there are, the more nickels 
the company has to drop into the 
SUB fund. However, until this year 
the cutoff point for company pay- 
ment into the fund of 5¢ per hour 
worked was a figure reflecting 100% 
of the trust fund position. 

Since 1955, GM _ has had little 
trouble maintaining the 100% level 
even though layoffs continued al- 
most unabated; GM has legally with- 
held millions of dollars it might have 
paid under different guidelines... 

Now, regardles of the trust fund 
position, GM _ will have to pour 
nickels into the fund at least through 
November, 1962, and at any time 
after that when the trust fund posi- 
tion falls below 85%. 

Another change is that workers 
now will get total SUB and UC pay- 
ments to equal 62% of gross pay, 
rather than 65% of takehome pay. 
For example, a worker with a wife 
and three children and whose wage 
rate is $2.80 now will get $75.44, an 
increase of $11.97 over the amount 
he would have received under the 
old plan. 

From the SUB fund also will come 
a 25% hike in separation pay, and 
this amount will not be cut unless 
the SUB trust fund position falls 
below 50%. Formerly, severance pay 
was reduced when the trust fund 
position dropped below 100%. 

Short shifts. The agreement also 
contains a new short work-week in- 
come guarantee, to be paid from 
SUB. If GM deliberately schedules 
a short week at any plant, as it fre- 
quently does to balance sales and 
production, it will pay workers 65% 
of wages for all not-worked hours 
short of 40. GM, Ford, and Chrysler 
had the germ of this plan in their 
Aug. 22 offers, but payment would 
have been 50% of hours less than 
36. 

Other terms. Also in the GM 
agreement are: 

* An unscheduled short week 
guarantee, also to be paid out of 
SUB. If for any reason beyond the 
company’s control (such as _ bad 
weather), an employee works less 
than 40 hours a week, he will get 
50% of his hourly rate for all hours 
less than 40. 

# An increase of pensions for 
workers retiring at 65 to $2.80 per 
month for each year of service, start- 
ing next Jan. 1. Previously, retirees 
got $2.40 a month for years before 
Sept. 1, 1958, and $2.50 after. GM 
had offered to raise the level to 
$2.60 but was forced to hike the 
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Electronics is our business. Imaginative 
pioneering in advanced electronics by 
more than 5,000 Hughes engineers and 
scientists is speeding man’s progress in a 
host of new ways — with revolutionary 
3-dimensional radar systems, with ion 
engines to take man on long space jour- 
neys, with computers that can do years of 
work in hours. Such creative efforts have 
helped build Hughes into one of the 
world’s most important producers of elec- 
tronic systems and products. 





ante when UAW got $2.80 at AMC. 
For workers who take the early re- 
tirement option at 60, GM now will 
pay $5.60 a month per year of serv- 
ice until a worker becomes eligible 
for Social Security. 

# Added health insurance savings 
for pensioners. GM will pay 50% of 
health insurance premiums for all 
present and future retired workers 
and their wives. Payment comes 
from the pension fund that is fat- 
tened up by the $6.2-million that 
was due GM workers in this month’s 
c-of-] penny increase. 

* Increased health benefits for 


GM workers. Not only will GM pay 


the worker's share of health pre- 
miums but it also takes on the cost 
of increased rates for extending hos- 
pital coverage from 120 to 365 days. 
After next Jan. 1, workers who go 
on sick leave will receive fully paid 
health protection from the company 
for the first six months of total dis- 
ability. If health insurance rates go 
up during the next three years, 
workers must contribute 25% of the 
increase. 

» A moving allowance for work- 
ers who are transferred to other 
plants at least 50 mi. away. Maxi- 
mums are $215 for single workers 
and $580 for workers with families. 


Job stops, pay goes on 


Contract signed by Armour & Co. and its two major 
unions provides income up to a year to veteran 
workers who lose their jobs because of plant shutdowns 


Armour & Co. and its two major 
unions last weekend signed three- 
year contracts guaranteeing up to a 
years income to veteran employees 
who lose jobs because of plant or 
department shutdowns. The unions 
hailed the guarantee as “a major 
breakthrough” for job security. 

Under the agreement, employees 
of the nation’s second biggest meat- 
packer who have more than five 
years seniority are guaranteed $65 
a week if permanently laid off, to 
protect them for up to a year of 
“transitional unemployment.” 

The guarantee covers some 15,000 
workers under Amalgamated Meat 
Cutters & Butcher Workmen and 
United Packinghouse, Food & Allied 
Workers contracts at 27 plants. The 
pacts, which extend to Sept. 1, 1964, 
also provide 19¢ in pay increases in 
three steps—the pattern in the Swift 
& Co. contract signed earlier [BI 
Sep.961,p119]. 

Committee byproduct. The idea of 
the income guarantee developed in 
the Armour automation committee, 
created by contract two years ago, 
with Dr. Clark Kerr, president of the 
University of California, as public 
member and chairman. 

The committee was a labor-man- 
agement answer to problems caused 
in 1959 when Armour shut down six 
slaughtering houses and_ packing 
plants, leaving 5,000 workers jobless. 
Armour provided $500,000 for a 
study of ways to lessen the future 
impact of closings and automation. 
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Armour’s plan. Here is the way 
Armour’s guarantee will work: 

# Armour agreed to pay full wages 
for 90 days following a required 90- 
day notice of a plant or department 
closing. 

» Armour employees with five or 
more years of seniority who are un- 
der 60 years of age have a choice of 
taking severance pay or the income 
guarantee plan (called technological 
adjustment pay or TAP) in shut- 
downs. 

# For those who elect it, the TAP 
guarantee of $65 a week will be paid 
—with deductions for unemployment 
compensation or income from other 
jobs—for 26 weeks for employees 
with five to 15 years’ seniority; for 
29 weeks for those with 15 to 20 
years, 33 weeks for those with 20 to 
25 years, and 39 weeks for those with 
25 or more years’ seniority. When 
the 90-day full-wage guarantee is 
added, the income protection for the 
25-year seniority employees covers 
a year. 

*" To be eligible for TAP, em- 
ployees must register their willing- 
ness to transfer to other Armour 
plants where suitable jobs might be 
open; if jobs are open at more than 
one, the displaced workers may 
choose where they would like to go. 

Armour agreed to continue com- 
pany-paid health, surgical, and medi- 
cal benefits while the guarantee is in 
effect. It also gave workers 55 or 
older a choice of retiring early if their 
plants or departments close. End 
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In labor 


AFL-CIO reports progress in drafting 
peace pact between craft, industrial unions 


A “unanimous understanding, in principle,” has been 
reached on a new plan for settling jurisdictional dis- 
putes between building trades and industrial unions— 
but it remains to be seen whether it can be written 
into an acceptable formula with enforcement teeth. 

AFL-CIO’s executive council will hold its fall meet- 
ing in New York Oct. 9. A jurisdictional peace com- 
mittee headed by Al J. Hayes, president of the Inter- 
national Assn. of Machinists, plans to submit a building 
trades-industrial unions agreement at that time. 

A federation spokesman said this week that the out- 
look is “hopeful” now. 

Hayes called leaders of craft and industrial unions 
to a meeting in Chicago in late August and strongly 
urged the necessity of ending inter-union feuding. 
Failure to do so, he warned, might split AFL-CIO 
apart. He presented rough plans for handling disputes 
over job jurisdiction. The conferees gave general 
(though not enthusiastic) endorsement to the proposals. 

A draft plan will be presented to the Building & Con- 
struction Trades Dept. and the Industrial Union Dept. 
for acceptance or revision. Its ratification will depend 
largely on whether there has been any softening of 
opposed claims to jobs on plant maintenance work. 

In the past, the crafts particularly refused to cede job 
claims to industrial unions or to leave decisions to arbi- 
tration. An “agreement” two years ago collapsed. 


Teamsters local in St. Louis votes down 
$2 dues hike despite earlier O.K. 


Last February, members of Teamsters Local 600 in St. 
Louis “unanimously” agreed—in standing vote—to sup- 
port a proposal to boost local dues $2 a month, from 
$5 to $7. Recently, in secret ballot, they reversed them- 
selves and voted to reject any dues increase. 

The action is widely interpreted as another slap at 
the national leadership of James R. Hoffa, in line with 
the dissatisfaction spreading in the Teamsters [BI 
Sep.2’61,p40]. 

Local 600 officers say confusion and summer’s heat— 
not dissatisfaction—brought on the reversal that has 
given them knotty administrative and legal problems. 
Some of those who voted disagree; they say privately 
that the local’s treasury has a surplus in excess of 
$500,000 and most members can’t see any need of a 
“substantial” dues increase now. 

No serious objections to the $2 increase were ex- 
pressed publicly when the proposal was first presented 
in February. Since then, the Teamsters international 
convention voted to boost all dues by at least $1 a 
month, and some locals have rebelled. 

Local 600 officers say that “confused” members fig- 
ured this would mean a total $3 increase and balked 
at it in the secret balloting (in St. Louis by rented 
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voting machines) required under the Landrum-Griffin 
Act. Besides, the officers say, hardly 20% of the member- 
ship voted because it was midsummer, so “the true 
feeling of the majority” wasn’t expressed. 


Emergency board studies dispute 
between rail conductors and Pullman Co. 


Fact finding got under way in Chicago this week in a 
dispute between the Order of Railway Conductors & 
Brakeman and the Pullman Co. An emergency board 
appointed under provisions of the Railway Labor Act 
is considering job issues that threatened a conductors’ 
strike a week ago. 

Some 700 conductors were prepared to quit trains 
when the White House invoked the transportation labor 
law. The ORC has demanded a cut in the conductors’ 
work month from 205 to 180 hours, with no reduction 
in pay. Pullman has counter-demanded that no Pullman 
conductors be required on trains having only one or 
two sleeping cars. 


Oil union reelects Knight but members 
balk at giving international more money 


O. A. Knight, president of the Oil, Chemical & Atomic 
Workers since 1955 and of the predecesssor Oil Work- 
ers International Union before that, won reelection at 
OCAW’s recent convention in Chicago. But Knight 
failed to put across an increase in the international’s 
share of dues money or to win authority to “tax” mem- 
bers $5 a month for six months for a strike fund. 

A voice vote barred a 50¢-dues increase for the 
international, from $2 to $2.50 a month. A substitute 
proposal for a “vital” 25¢ raise was put to a roll call 
vote. The Knight administration lost, 74,200 to 73,600. 


Fact-finders see maritime peace 
in East, fear trouble in West 


A three-man fact-finding panel set up under the Taft- 
Hartley Act to end the maritime strike earlier this year 
has reported to Pres. Kennedy that contract agreements 
reached by a substantial part of the industry have eased 
threats of any resumption of the shipping tieup on the 
East Coast when the present T-H injunction runs out 
Sept. 20. 

However, the board warned that unless there is a 
settlement before then, resumed strikes “could tie up 
most of the West Coast passenger and dry cargo fleet 
when the injunction [must be] lifted.” 

The panel headed by David L. Cole also warned that 
the “flag of convenience” issue remains critical and 
should be tackled by the Administration because na- 
tional defense and foreign policy are involved. 
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U. S. turns 
to diplomacy on 
Berlin Crisis 


Khrushchev may 
win major 
political victory 


International outlook Bil 


As the thunder over Berlin died down early this week, Washington again 
turned its attention to a diplomatic solution—without forgetting, of course, 
Moscow’s resumption of nuclear tests and its atomic blackmail. 

At midweek the foreign ministers of Britain, France, and West Germany 
were joining Secy. of State Rusk in Washington to start hammering out a 
common negotiating position. Also on their agenda was a discussion of con- 
tingency plans to meet any new Soviet military threat in Berlin. 


Our diplomatic strategy still has to be somewhat tentative. Hard plans 
can’t be made until after the Sept. 17 elections in West Germany. But the 
general outlines of our bargaining position can be seen already. 

The main goal is to persuade Soviet Premier Khrushchev to reaffirm West- 
ern rights to stay in West Berlin and to have access to it. In exchange, the 
West would be ready to curtail cold war activities in Berlin, limit the size 
of garrisons there, give a measure of de facto recognition to East Germany, 
and possibly accept the Oder-Neisse line as the frontier between East Ger- 
many and Poland. 


Until a month ago, West Germany would have rejected terms like these. 
But in the aftermath of the Berlin border closing, an air of resignation has 
descended on Bonn. Officials there now realize that the West may have to 
give ground on the Oder-Neisse line and on German reunification. 

Bonn officials are becoming resigned to the idea that there will be general 
recognition of East Germany. And they believe that this would mean the end 
of the so-called “Hallstein Doctrine,” under which Bonn has been ready to 
break off diplomatic relations with any country recognizing East Germany. 
This week a top foreign ministry spokesman said privately, “We obviously 
can’t hold to a policy that would isolate us from a large portion of the world.” 


Western terms clearly offer Khrushchev a substantial political victory. That’s 
why some U. S. officials think he will go along with our terms. 

The U. S., Britain, and France would keep their flags flying in West Berlin, 
to be sure. But they would have to accept the division of Germany and 
Europe for the foreseeable future. Berlin’s active role in the cold war would 
be as good as ended. 

Even so, U.S. officials believe that West Berlin could survive as a relatively 
free city—so long as Western military protection still was assured. Plans are 
in the works for stimulating investment in the city’s industry, expanding its 
role as a center for training technicians from underdeveloped countries and 
for moving in the headquarters of at least one subsidiary organization of the 
United Nations. 


The timetable and the form of East-West negotiations over Berlin still is 
very fuzzy. London apparently believes that Khrushchev may show up at 
the U. N. General Assembly not too long after its Sept. 19 opening—perhaps 
even dramatizing the move by postponing the Communist party congress 
scheduled in Moscow for mid-October. If Khrushchev doesn’t come to New 
York, the British are betting that Deputy Premier Frol Kozlov will be on 
hand. 
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British may 
switch to new 
money system 


West losing out 
in the Congo 
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International outlook continued 


Britain may soon switch its currency to the decimal system, discarding its 
pence, shillings, and pounds. The Macmillan government has committed 
itself to a decision this fall. 

Agitation for such a change has been growing in Britain, largely because 
the Commonwealth countries are rapidly deserting the old British system. 
Now, Britain’s decision to join the European Economic Community is 
another reason for London to fall in line. 

The currency switch could be made in a number of ways. For example, 
London might decide on a new basic currency unit equal in value to the 
present 10-shilling note ($1.40) and divide it into 100 cents. Or it might stick 
with the pound ($2.80), divide it into 10 florins, and 1,000 “mils.” 

The cost of the change in terms of remodeling business machines of all 
sorts has been estimated at £300-million, but it could easily be several 
times that amount. Manufacturers of business machines in Britain are 
eagerly awaiting a decision. Meanwhile the shares of some of these com- 
panies have been rising. 


This was a fateful week for the Congo—and the most auspicious yet for 
Moscow (and the pro-Soviet neutrals) in 14 months of crisis. 

In a quickstep of events at midweek: 

United Nations troops forcibly brought down the country’s last bastion of 
pro-Western rule—the secessionist government of Moise Tshombe in 
Katanga Province. 

The U.N. then turned over Katanga, the Congo’s wealthiest province, to 
the central government of Premier Cyrille Adoula at Leopoldville. 

Adoula immediately appointed a pro-Communist to run Katanga—Egide 
Bochely-Davidson, a follower of the slain, pro-Moscow Patrice Lumumba. 

Thus, after losing many battles, Moscow this week seemed close to 
victory in the Congo. The Congo now is being unified under a coalition gov- 
ernment in which pro-Soviet feelings run strong. 

Sparking the pro-Soviet line in Leopoldville is Antoine Gizenga, 
Lumumba’s successor. He dissolved his Stanleyville regime, a virtual Mos- 
cow puppet, to accept the post of vice-premier in Leopoldville. Gizenga 
expects to move some time into the premiership, his aides have said. 


Whichever way you look at it, the outlook now is grim. 

There may be new violence—Katanga’s deposed premier and one of his 
aides are paramount chiefs with huge tribal support in Katanga’s mining 
regions. At midweek, they were in hiding. The U.N. prepared for their 
return—and possible trouble. 

Violence or not, the central government almost certainly will join the camp 
of “positive’—pro-Soviet—neutrals such as Ghana and Guinea. That’s about 
the best the West could reasonably expect. 

In that case, the long-term effect on the rest of tropical Africa might be 
devastating. The Congo’s neighbors include Angola and Northern Rhodesia 
—both still under colonial rule and in ferment. 


Union Miniere, the big Belgian mining company in Katanga, is holding 
its breath. So are other Belgian financial interests. They naturally plan to 
cooperate with the U. N.—which at least will try to preserve order. When 
the U.N. withdraws, the Belgian companies will be up against it. 
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What the debt managers face... 


The amount of very short-term debt is still rising, 
but Treasury is more concerned with slowing the 


climb in the 1 to 5 year range. 






























































Sept., 1959 Jan., 1961 
Marketabl iti a Z 
pcr semi we $73.7-billion $75.6-billion 
From 1 to 5 years $61.2-billion $70.8-billion 
The problem is how to place more debt into 
longer-term obligations 

Sept., 1959 Jan., 1961 
From 5 to 10 years $18.5-billion $18.7-billion 
Over 10 years $29.7 billion $24.2-billion 











Data: U.S. Treasury 
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Trying for a stretchout 


Treasury's $7.6-billion advance refunding offer carries a high 
yield and is accompanied by reassurance that 
the budget and its financing program are under control 


The Treasury took elaborate pains 
last week to assure the financial com- 
munity that the Administration has 
its budget—and the financing pro- 
gram to pay for it—under control. 
Under Secy. of the Treasury 
Robert V. Roosa announced plans 
to lengthen the debt (table) through 
an advance refunding. The Treas- 
ury invited holders of $7.6-billion of 
2%% bonds issued during World 
War II and maturing within 10 years 
to i them for 342% bonds ma- 
turing between 1980 and 1998. Roosa 
revealed that the Treasury will also 
borrow $5-million in new cash over 
the next six weeks. In announcing his 
plans, Roosa was attempting to 
quiet fears that the Administration’s 
spending will encourage inflation. 
In offering an exchange, the Treas- 
ury will be paying extra interest 
costs, but it is prepared to do so 
because of the need to achieve a 
stretchout (chart). Advance refund- 
ings help keep the debt in the hands 
of non-commercial banking institu- 
tions, such as insurance companies 
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and pension funds, which tend to 
hold bonds for the long pull. 

Wall Street’s response to the oifer- 
ing indicates that the Treasury's 
effort will be successful—without 
pushing up interest rates or com- 
peting for funds with private bor- 
rowers. On the basis of experience, 
Treasury officials expect about $2- 
billion to $2.5-billion to be ex- 
changed, but bond dealers say this 
may be on the modest side. They 
figure a possibility of $3-billion to 
$4-billion. 

What’s ahead. In outlining his 


short-term borrowings, Roosa is giv- 


ing the market a chance to prepare 
itself for three separate offerings: 

» Next week, the Treasury will 
offer $2.5-billion of tax anticipation 
bills due in June, 1962. 

* In early October, it will raise 
another $2-billion in a note that will 
mature in the spring of 1963. 

#® On Oct. 10, it will auction $2- 
billion of new one-year bills to re- 
place $1.5-billion of outstanding one- 
year bills. This will give the Treas- 


$621.2-billion 
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ury a net increase of $500-million. 

Roosa assured skeptics that the 
Treasurys present program will 
cover the Administration’s cash needs 
through the end of the year, and that 
“the possibility exists” that no sub- 
stantial borrowing would be required 
during the first half of 1962. Treasury 
officials wanted to mention the $5- 
billion figure specifically because 
they felt that, if the market antici- 
pated a larger borrowing, interest 
rates might rise sharply. As it is, 
Roosa’s estimate that the deficit will 
not go beyond the present predic- 
tions of between $5-billion and $6- 
billion—barring unforeseen events— 
has had a calming effect on the mar- 
ket and suggests that the Treasury 
has gained control over its finances. 
The fact that the Federal Reserve 
will help the Treasury over its fi- 
nancings by supplying reserves to 
the banking system also means 
there will be no pinch on funds. 

This is the fourth advance refund- 
ing of this type since the Eisenhower 
Administration initiated its use in 
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DREDGING 
DETERMINES 


ECONOMICS 
OF LAND 
RECLAMATION 





Of the four factors of production — 
land, labor, capital and enterprise 
—only land is limited by natural 
scarcity. This shortage is being over- 
come, in many instances, by dredging 
...turning swamps, marshes and 
tidelands into usable and valuable 
real estate. 


Enterprising businessmen have found 
the economic key in the creation of 
new land to be the low cost of unre- 
claimed land, the low cost-per-acre of 
reclamation by dredging and the high 
value of reclaimed land for municipal, 
industrial, residential and commer- 
cial development. 


Across the nation, and around the 
world, high value real estate for resi- 
dential and commercial construction 
is being created. In Florida, Puerto 


Rico, Ohio, British Honduras and New ~ 


Zealand, to cite a few examples, 
hydraulic dredges, designed and built 
by Ellicott Machine Corporation are 
providing valuable land areas. 


Economic progress is often depend- 
ent on land development programs 
effected by dredging. 


Because of this, Ellicott maintains an 
experienced staff of engineers who 
travel on every continent, studying 
such projects, recommending dredge 
designs that will best meet specific 
job needs, and assisting in applying 
and operating these floating excava- 
tors. These activities emphasize that 
Ellicott’s part in dredging is more 
than building and selling dredges. 
To learn more about Ellicott’s partici- 
pation in dredging projects, write for 
our illustrated brochure No. 971. 


C. Ellis Ellicott, Jr. 


Chairman of the Board 
Ellicott Machine Corporation 


3010 


1600 Bush St., Baltimore, Md., U.S.A 
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June, 1960. Since then, about $14- 
billion in debt slated to come due 
within nine years has been stretched 
out into the intermediate and long- 
term range—including the advance 
refunding by the Kennedy team 
shortly after it took office. 

The problem. However, the prob- 
lem facing the debt managers is 
still intense. The Treasury still must 
deal with a bit more than $80-billion 
of marketable securities maturing 
within one year; much of this is in 
short-term bills that can be rolled- 
over; but with so much of the debt 
coming due so soon, the Treasury 
wants to get a_ better balance 
throughout the maturity range. 

The advance refunding is a first 
step in this direction. The Treasury 
will attain a stretchout of anywhere 
from over nine years, in the case of 
the shortest switch possible to over 
28 years. If all goes well, this “senior” 
refunding sets the stage for a “junior” 
refunding—in which securities can 
be shifted into the intermediate area. 

Roosa feels the current refunding 
will exert no great pressure on in- 
terest rates. He says an advance re- 
funding was considered seriously a 
few months ago, but the Treasury 
held off until the business recovery 
had gone further so that the Adminis- 
tration could test its theory that 
recovery need not be accompanied 
by a “swift rise” in rates. The fact 
that rates have been relatively stable 
over the past six months, he notes, 
tends to vindicate this view. 

Higher returns. Holders who ac- 
cept the exchange will be getting 
much better returns than the market 
has seen, since the conversion rate 
will make the yield to maturity closer 
to 4.30%. In fact, Roosa pointed out 
that an investor holding the 2%s of 
1965-70 could do as well if he re- 
jected the Treasury’s offer only by 
investing at maturity in bonds that 
yielded between 4.28% and 4.36% 
or better. Nevertheless, many insti- 
tutions will decline to swap because 
they don’t want to be locked in for 
a much longer period. 

Those returns, in fact, mark the 
first time the Treasury has offered 
an effective yield over 4%4%, the 
legal ceiling on the sale of new bonds 
maturing beyond five years. So far, 
this hasn’t revived the controversy 
over the 444% ceiling, but it may stir 
some Congressional criticism, 

The Eisenhower Administration 
refused to issue bonds that would 
yield over 44%4%, but last April, Atty. 
Gen. Robert Kennedy agreed with 
Treasury Secy. Douglas Dillon that 
the 444% ceiling applies only to the 
interest coupon on the face of the 
bond, and not to calculations of ac- 
tual interest yields. 


Wall St. talks... 


about General Dynamics’ jet 
plans, world art prices, 
foreign investment in U. S. 


General Dynamics Corp., which has 
been under pressure in the market 
because of losses suffered by its 
Convair Div.’s attempt to make jet 
planes [Bi Aug.12’61,p28], sank to 
a new low of 27% (1961 high: 4544) 
on rumors that it was abandoning 
production of the Convair 990 be- 
cause it wasn’t up to specifications. 
Company officials have issued de- 
nials, and some airline executives say 
that if GD does abandon, it would 
have to pay heavy cash penalties to 
the companies that ordered—and 
made downpayments on—the planes. 
According to the airlines, Convair 
will suffer less of a loss by spend- 
ing the money to improve the 990s 
than if it throws in the towel com- 
pletely. 


Prices in the international art market, 
which have outpaced the rise in 
equity prices over the past 10 years, 
may be poised for a new climb after 
leveling off this past summer. Deal- 
ers say that interest in art has been 
stimulated by the rash of thefts, and 
that paintings offered at recent auc- 
tions have sold above the estimated 
value. 


Direct foreign investment in the 
U.S. continues to build up slowly. 
The latest is purchase of J. H. Thorp 
& Co., Inc., a New York wholesale 
distributor of furnishing fabrics, by 
Arthur Sanderson & Sons. The latter 
is a subsidiary of Wall Paper Manu- 
facturers, the big British company. 
The purchase price was well over 
$2.5-million—in cash. 


Meanwhile, brokerage firms special- 
izing in big foreign accounts report 
that buying from abroad has slowed 
up. They say that European invest- 
ors, who began buying after the 
Berlin crisis erupted, are now sitting 
on the sidelines waiting to see how 
things turn out before putting more 
funds into U.S. equities. 


If price wars in gasoline keep on, 
oil company profits in the second- 
half should be disappointing. Most 
areas in the country have been suf- 
fering recurrent price wars between 
majors and so-called private brand- 
ers. 
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Communication is fast among Marine Midland banks. One reason is that these 
banks are connected by a private, state-wide communication network. This wire 
system provides fast, accurate and confidential transmittal of facts and figures. 
Let this unique Marine Midland communication network benefit you. 


Midland Trust Co. of New York — New York City « Genesee Valley « Chautauqua National Bank of Jamestown—Jamestown « The Manu- 
Union Trust Co. — Rochester « Marine Midland Trust Co. of Southern facturers Nationa] Bank of Troy — Troy « The First National Bank of 
New York—Binghamton-Elmira e Marine Midland Trust Co. of Central Poughkeepsie— Poughkeepsie « Marine Midland Trust Co. of Rockland 
New York — Syracuse e« Marine Midland Trust Co. of the Mohawk County — Nyack. MEMBERS FEDERAL DEPOSIT INSURANCE CORPORATION 


New York State’s First Family of Home-Town Banks 
11 Banks With 180 Offices Serving 104 Communities 


The Marine Trust Co. of Western New York — Buffalo « The Marine Valley — Utica « The Northern New York Trust Co. — Watertown 


























ALTO LANSING IN76 HOURS! 


LANSING ° 


OS ANGELES 


This timetable tells the story: 





Leave Los Angeles, 4:15 a.m. /Friday, June 2, 1961 
Arrive Denver, 1:30 p.m. / Saturday, June 3, 1961 
Arrive Lansing, 7:45 a.m. /Monday, June 5, 1961 


Shipper: Aluminium, Limited e Consignee: A Michigan aluminum fabricator 
Carriers: Los Angeles to Denver, Garrett Freightlines, Inc.; 
Denver to Lansing, Interstate System. 

Even if you never need this kind of expedited cross-country service, there’s an extra 
safety factor in knowing that you’re being served by a carrier that can handle the 
hard ones as well as the easy ones. We have the experience, the equipment and the 
facilities to move almost anything almost anywhere. And, we'd like to serve you — 
trailerloads or LTL, coast-to-coast or just to the next town. We serve 24 states from 
Denver to the Atlantic Seaboard, through 69 modern terminals. Call us the next time 
you have freight to move within our authority. We’re in the Yellow Pages. 


INTERSTATE SYSTEM 


MORE THAN A TRUCK LINE...A TRANSPORTATION SYSTEM 
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In the markets 


Heavy buying of blue chips keeps market 
high despite slump in most shares 


The blue chip issues were in demand this week, but 
investors turned a cold shoulder on the more speculative 
shares. This desire for quality was reflected in the Dow- 
Jones industrial index, which hovered near its peak hit 
a week ago even though a majority of stocks were sell- 
ing well below their highs and some of the so-called 
growth issues were taking a beating. 

Brokers say that the split in the market, with heavy 
buying of the blue chips and selling of the lesser quality 
stocks, is partly due to investor uncertainty. There’s a 
growing fear that the Berlin crisis may lead the Admin- 
istration to resort to controls, which would curb the 
expected rise in profits. In the circumstances, investors 
are buying the quality issues whose price-earnings ratios 
are relatively reasonable compared to some of the 
growth stocks. And many investors prefer to keep out 
of the market as long as the Berlin situation is unre- 
solved. 

But Berlin is not the only explanation for the pause 
the market seems to be undergoing. There is still some 
doubt about how strong the boom in business will be. 
Moreover, the long and steep rise in stock prices over 
the last 10 months has made the market vulnerable to 
profit taking as well as nervousness. The kind of jittery 
price movements now taking place may last for some 
time, but if business activity continues its rise stock 
prices will probably resume their upward trend. 


ASE and over-the-counter dealers 
tighten up on their own rules 


The American Stock Exchange, which is under a full- 
scale investigation by the Securities & Exchange Com- 
mission, has tightened its own rules for specialists. This 
is the second time the ASE has moved to stiffen its 
regulations since SEC charged the father-and-son spe- 


‘cialist team of Gerard F. and Gerard A. Re with multiple 


violations. 

According to the ASE, none of its specialists can 
engage in any business transaction, directly or indi- 
rectly, “with a company or officers or directors of a 
company in whose stock he is registered as a specialist.” 
It also requires that specialists who introduce customers 
to member firms provide the exchange with a state- 
ment “as to whether the specialist has any direct or 
indirect financial interest in such account.” 


Keystone fund holds 9% of rail’s common 

but isn’t seeking seat on board 

An old controversy in the mutual fund industry was 
raised anew this week when the Capital Gains Research 
Bureau, Inc., noted that Keystone Custodian Funds, 
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Inc., of Boston had nearly 9% of Chicago Great West- 
ern Ry.’s common stock in its S-4 fund (which has a 
speculative, low-priced portfolio). 

If a mutual fund wants to maintain its tax status as 
a regulated investment company, it must limit its hold- 
ings in any one company to 10% of that company’s 
voting stock. Although Keystone’s holding in CGW is 
near that limit, an official says the fund has no plans 
now to seek representation on the railroad’s board. 

Keystone’s interest stems from: 

* The favorable position CGW has in the merger- 
conscious Midwest (Missouri Pacific RR might be inter- 
ested in teaming up with it). 

* The hope that the Interstate Commerce Commis- 
sion will soon rule on the road’s request for a better 
apportionment of rates on transcontinental shipments. 

CGW is currently trading at $25, up some from its 
1961 low of $21.50. Although Keystone is the only major 
fund to hold CGW, it points out that its investment 
is less than $1-million. 


Competitive bidding on municipal issues 
gets another boost in California 


Competitive bidding in the municipal bond market 
received another boost this week when William S. 
Morris & Co., a relatively small New York dealer, was 
successful bidder for $100-million worth of California 
veterans bonds. This was the second time in four weeks 
that Morris nosed out a syndicate headed by the giant 
Bank of America, which till then had been sole bidder 
on major California issues since 1956 [BI Aug.19’61, 
p1i6}. 

Morris’ surprise victory in August for $100-million 
in California school bonds not only shattered Bank 
of America’s monopoly over California’s big issues, but 
proved extremely profitable—Morris made about $1- 
million on the resale of the bonds. 

This time, Morris’ bid represented a net interest 
cost to the state of 3.7596%, when reoffered. The 
bonds were quickly sold. Bank of America’s bid would 
have meant a cost of 3.78%—or a difference of some 
$550,000. 

The veterans bonds were first offered on Aug. 16, 
the same day that Morris’ bid for school bonds beat 
out the Bank of America. Then the bank made a lone 
bid for the veterans bonds with a net interest cost 
of 3.8948%. That bid was rejected. Now State Treasurer 
Bert Betts feels that the new bid is a vindication of 
his rejection. 

Bond dealers aren't too sure whether competitive 
bidding will increase. Competitive bidding has been 
on the decline, especially on offerings of more than 
about $60-million. 

Dealers think Morris’ coups may be unique. For one 
thing, bidders in California’s offerings are required to 
make a deposit of only 1% of 1% or $100,000—whichever 
is smaller—compared to the $2-million that most other 
states require on $100-million bond sales. 
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Dr. Hans Boden, West Germany: Ger- 
many is slowly developing a sense of 
management as a profession. 


MANAGEMENT 


Dr. Alexander King, OEEC: At a time 
when we need to increase growth rates, 
investment in management is vital. 


Prof. Arturo Aldunate, Chile: At least 
five of our universities now give train- 
ing in business management. 


World looks for better managers 


San Francisco conference gets report on 


state of management around the world and what can be 


done to improve its professional skills 


Much of the excitement at the In- 
ternational Industrial Conference in 
San Francisco (page 28) this week 
focused upon the worldwide prob- 
lem of management development. 
And the fact that it is causing con- 
cern in highly industrialized nations 
as well as in those less advanced 
economically was underlined both 
on and off the conference platform. 

What’s more, a series of original 
research studies, presented as a re- 
port of the National Industrial Con- 
ference Board, co-sponsor with Stan- 
ford Research Institute of the San 
Francisco meetings, made it plain 
that experts abroad agree that the 
shortage of qualified managers is a 
serious threat to the future growth 
of their economies. 

Weighty tome. If the report, De- 
veloping Better Managers, is of for- 
bidding weight—almost 200 double- 
size pages packed with facts and 
figures and scholarly argument—it’s 
a safe bet that it will become a 
standard reference on its subject. 

Th- eight countries represented in 
the study—Chile, France, Germany, 





112 MANAGEMENT 


Great Britain, India, Italy, Japan, 
and the U.S.—all agree in their 
concept of what managing ought to 
be—a concern by every person of 
authority and _ responsibility with 
problems of planning, organizing, 
directing, and controlling. 

In many countries, where manage- 
ment development activities are rela- 
tively recent, they are still largely 
confined to management associations 
and to the colleges. 

But, the NICB study reveals, com- 
panies usually end by getting into 
the management development busi- 
ness themselves with planned on- 
the-job training plus their own 
courses and seminar study groups. 
This, for example, has taken place 
in countries as different as Japan and 
the U.S. 

Typically, greatest interest in bet- 
ter management appears among 
middle managers, while top manage- 
ment itself often fails to participate 
in the training programs that it 
sponsors for its subordinates. “In 
some countries,” NICB finds, “it is 
considered an insult to suggest that 





a successful top manager might 
benefit from exposure to information 
about scientific management and 
some of the newer management 
techniques.” 


1. Eight-nation roundup 


The individual studies themselves 
are generally critical, though specific 
programs of schools, companies, or 
management associations may be 
praised—often for having success- 
fully followed the lead of the U.S. 
Here’s what the researchers reported 
about their respective countries: 

Chile. In-company executive train- 
ing programs do not exist. Those few 
companies concerned with manage- 
ment development are primarily in- 
terested in courses conducted out- 
side by schools and management as- 
sociations because of their lower 
cost, the little effort required by top 
management, and “the ease with 
which such courses may be discon- 
tinued.” 

The reported prognosis for Chile 
is good, however. And at the confer- 
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Sir Nutcombe Hume, United Kingdom: 
It is useless to finance growth without 
men to use the money intelligently. 


ence Pres. Arturo Aldunate of Com- 
pania Chilena de Electricidad Ltda., 
was optimistic: “At least five of our 
universities now give training in 
management, and about 30% of all 
our university graduates, with busi- 
ness administration students particu- 
larly in demand, are now going into 
work in other South American coun- 
tries.” 

France. Within the last six years, 
business administration departments 
have been established in all universi- 
ties, but the present “wide and force- 
ful” management development move- 
ment originated in courses run by 
various industrial and professional 
organizations in the 1930s. 

Junior executives who attended 
courses, often at their own expense, 
sometimes became so enthusiastic 
that they succeeded in interesting 
their own companies in starting com- 
pany training. But while most people 
have accepted the idea that manage- 
ment can be scientifically analyzed 
and studied, there is still a belief that 
“good men” are all that’s needed to 
solve the problem of good manage- 
ment. , 

Germany. Systematic personnel 
development is followed by only a 
minority of companies with human 
relations considered the most im- 
portant subject for all levels of man- 
agement. Non-company courses are 
favored. There are at least 37 man- 
agement development institutions. 

But the report concludes that 
“there is no sense in sending man- 
agers to any outside courses if there 
is no development program within 
the companies.” It further notes that 
general courses as contrasted with 
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We look for 
also 


Sven Aberg, Sweden: 
talent everywhere. In Sweden we 
have our crisis of management. 


specialized training may even be 
feared by top management. Com- 
panies claim they often make the 
“participants discontented with the 
state of their company and with their 
own managerial functions.” 

At the San Francisco meetings, 
Chmn. Dr. Hans C. Boden of 
Allgemeine Elektricitats-Gesellschaft 
pointed to the widespread feeling in 
Germany that top management was 
itself responsible for everything. “We 
don’t have middle management. And 
we don't have a widely developed 
profe ssion of management consult- 
ing to help us toward a greater sense 
of professionalization. I do think, 
though, such a sense is developing.” 

Great Britain. Nearly 7,000 persons 
are now taking the nationally organ- 
ized course in management offered 
by 256 technical and commercial 
colleges. “Many firms would not en- 
gage anyone for a senior position 
who had not obtained his profes- 
sional certificate.” More than 70 
other bodies also offer management 
development courses, including con- 
sultant firms and trade associations. 
Perhaps 500 companies have man- 
agement training, often with top 
management participating in course 
instruction. 

Many companies, however, have 
little interest in detailed organization 
charts or managerial job descrip- 
tions, and rapid promotion of 
talented men often brings suspicions 
of favoritism or nepotism. There’s 
also a tendency to reserve senior jobs 
for those with “the right class back- 
ground.” 

India. No universities grant a de- 
gree in business management, though 








Taizo Ishizaka, Japan: Our manage- 
ment training is moving ahead. College- 
level courses are on the increase. 


four offer evening diploma courses. 
Most students “go on their own ini- 
tiative and pay their own fees.” 
Some of India’s 16 management as- 
sociations also offer training pro- 
grams. But the prestige of manage- 
ment institutes is not high enough 
to appeal to senior executives, many 
of whom regard as an insult the idea 
that they or their social equals need 
training. And lacking the active par- 
ticipation of top management, train- 
ing programs are not likely to suc- 
ceed 

Italy. Most companies are family 
affairs. Professional managers have 
few career possibilities—especially if 
the owning family is particularly 
prolific. Even in the more progres- 
sive companies, pressures and siring- 
pulling are important. But best of all 
is “marrying the owner's daughier. 

Larger companies feel forced to 
engage in more-or-less-forma! man- 
agement development, mainly be- 
cause of the inadequate educational 
system. Illiteracy in the working 
population reaches 12%, and 85% 
don't go beyond elementary school. 
Fewer than 7,000 graduate cac’: year 
with technical degrees from un vers 
ties, and there’s nothing comparable 
to U.S. business seiger prunes 
schools. A recent survey of manage 
ment needs among state-co én ‘o] lied 
industries reveals that not one course 
listed by managers as “wanted” is 





included in university programs. 
The average manager works 
harder and longer than his U.S. 


counterpart because he doesn’t know 
how to delegate authority. He feels 
he must do everything himself, per- 
haps “sign hundreds of letters daily 


MANAGEMENT 113 









































Chaseman Walter I. Conroy displays the products of one of his business customers 


Electronic instruments—and a symbol of greater usefulness 














from the people at Chase Manhattan 


Lending money to small business is one of the things 
the people at Chase Manhattan like most to do. And 
for good and practical reasons. 

The fact is that when depositors’ and stockhold- 
ers’ money goes to work in a small business loan, 
men and women go to work, too. And if the business 
succeeds, the whole community benefits by an in- 
crease in competition that can bring a wider choice 
of products and better prices. 

In a sense such loans are like seed corn. They go 
into the ground with much planning and great faith. 


Cultivated by men of character and ability they 
yield a harvest that profits all concerned, brings bet- 
ter living to the community, and ultimately contrib- 
utes to the strength of the whole economy. 

That’s why there’s no greater satisfaction to a 
banker than lending money to a business that goes 
places. It explains, too, why the small businessman is 
so welcome a customer at Chase Manhattan, and 
why he has a standing invitation to come in for 
financial guidance and assistance. 

The factual report to the right is a case in point. 
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Loans contribute to 
electronic 
success story 


In September 1949 Chase Manhattan 
arranged the first loan for a then small 
electronic instruments manufacturing 
concern formed in New York’s Bronx 
County early in 1948. 


With good judgment, good manage- 
ment and good products the firm has 
prospered brilliantly. Today its net 
sales are 75 times greater than they 
were in 1949 and retained earnings are 
up 125 times. 


Over the years Chase Manhattan loans 
have helped the firm grow and expand. 


But equally important, the firm’s re- 
lationships with Chase Manhattan are 
close and continuous. Kept informed 
of developments within the firm, and 
called upon frequently for financial 
advice and counsel, Chase Manhattan 
is better able to meet the firm’s credit 
requirements and provide the many 
extra services a large bank can offer 
business. 


THE 

CHASE 
MANHATTAN 
BANK 


1 Chase Manhattan Plaza 
New York 15, New York 


Member Federal Deposit Insurance Corporation 
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without even having time to read 
them.” Thus, the biggest revolution 
that must be carried out is extending 
the concept of management, now 
restricted to a limited circle. 
Japan. Thanks to management 
training programs introduced during 
the U.S. occupation, almost 500,000 
have taken’ in-industry _ training 
courses. The translation of U.S. 
books on the subject, and the ex- 
change of U.S. and Japanese busi- 


nessmen and management experts 
encouraged by the International 
Cooperation Administration also 


spurred modern management devel- 
opment. But the long-established, 
big companies do not practice the 
modern ways they study, and the 
large number of small and medium- 
sized companies still cling to tradi- 
tional practices. 

A random sample of companies 
listed on the Tokyo Stock Exchange 
shows that 20% have separate per- 
sonnel or education and _ training 
departments for supervisory employ- 
ees. Training largely focuses on mid- 
dle management with little partici- 
pation by top brass. 

Professional management and con- 
sultant organizations also provide 
many courses, as does one university. 
Most often, though, companies pro- 
vide their own training, primarily for 
all managers rather than a few se- 
lected for promotion. 

According to Chmn. Taizo Ishi- 
zaka of Tokyo Shibaura Electric 
Co., Ltd., the management education 
picture is changing rapidly, how- 
ever. More college-level courses are 
being offered, seminars for top man- 
agement are being developed, and 
the publication of business texts and 
magazines is increasing. Similarly, a 
vast network both of private and 
government management consultants 
has grown up. 

U.S. There's no question that U.S. 
companies practice management de- 
velopment. But such widely publi- 
cized methods as role playing, busi- 
ness games, and sensitivity training 
have been experimented with by 
only about 40% of the companies. 

Reasons for the stress on manage- 
ment training include almost every 
trend characterizing current business 
practice—larger organizations, more 
complicated technologies, top brass 
nearing retirement age, greater de- 
centralization of authority with re- 
sulting job enlargement on the lower 
levels. But behind these trends may 
be cited increasing agreement on a 
general concept of management that 
distinguishes the activity as definably 
different from the business functions 
of finance, production, and sales. 

Even more significant may be the 
fact that U.S. companies that are al- 





ready well managed are the ones 
acknowledged to be most successful 
in planned manager development. 
“In these companies, management 
development is not an ‘extra’ ac- 
tivity. .. . Good management is the 
company standard; improving the 
performance of managers is simply 
the way the company gets its best 
work done.” 


Il. From the platform 


Most of the participants at the 
San Francisco conference, of course, 
had only enough time in their busy 
schedules to skim through the special 
report’s pages and pack it for ship- 
ment home. But they could not fail 
to be aware of its significance after 
listening to the speeches that filled 
so much of their time during the 
week-long meetings. Speaker after 
speaker, from one country after 
another, testified to the urgent need 
for more competent business lead- 
ers. 

As Neil H. McElroy, general 
chairman of the conference, and 
board chairman of Procter & Gamble 
Co., said in IIC’s opening plenary 
session, “It is management that spells 
the difference between success or 
failure for any business enterprise 
or any free society.” And he added, 
“Ineffective management is a dev- 
astating drag on an economy. It 
wastes important resources in capi- 
tal and labor and lowers the total 
capacity of the nation to provide 
sufficient jobs and adequate income 
for its people.” 

Growth needs guidance. Scores of 
international bankers and financiers 
were at the conference. From one 
of their own, Chmn. Sir Nutcombe 
Hume of the Charterhouse Group, 
Ltd. (United Kingdom), they heard 
that though financing growth pre- 
sents a big problem, “there is an 
even greater challenge—the provi- 
sion of the men to make an honest 
and intelligent use of that money. 
. . . It is useless to begin to plan 
and scheme for aiding development 
unless satisfactory arrangements 
have been made to select and main- 
tain good management.” 

Commenting on the experience of 
one of the many international com- 
panies represented at the meetings, 
Pres. Sven T. Aberg of Telefon AB 
L.M. Ericsson (Sweden), admitted: 
“We have to look for talent every- 
where, including developing coun- 
tries. Managerial and engineering 
staff is in short supply even in highly 
developed countries.” 

Sir Leslie Rowan, finance director 
of Vickers, Ltd. (United Kingdom) 
pointed out that organizations like 
the U. N., the International Monetary 





MANAGEMENT 115 

















| 

























| Now I See Wh hey Mean When They Say, 





“JOY MODEL G CENTRIFUGAL COMPRESSORS 
TAKE LESS THAN HALF THE NORMAL SPACE” 


Joy Model G Centrifugal Compressors take less than half the space of units 
of comparable output. Advanced aerodynamic concepts permitted a com- 
pressor design which was both highly efficient and extremely compact. 
Further savings in space were achieved by using an integral gear, and mount- 
ing the compressor and drive on a single base plate. 

Model G Compressors have many design and construction features which 
assure low maintenance and low power consumption. They are available in 
six frame sizes with capacities from 500 to 15,000 cfm—at 5 to 20 psig on 
air service. Model G machines are capable of handling gases other than air. 
Special constructions, materials and seals can be supplied to suit any gas 
being handled. 

Joy can also supply multi-stage centrifugals, axial flow and reciprocating 
compressors from 15 to 15,000 hp. Whatever your compression requirements, 
Joy can supply the answer. For more complete information on the Model G 


Centrifugal Compressors, write for Bulletin 2547-56. 


AIR MOVING EQUIPMENT FOR ALL INDUSTRY WH» y 





lave) = TLS ~y ; Joy Manufacturing Company 
ANS qd it aDSF ‘6 Oliver Building, Pittsburgh 22, Pa. 
oe | AY | eS Hy 
Reciprocating Single Stage Multi-Stage Axial Fans and In Canada: Joy Manufacturing Company 
2547 Compressors Centritugal Centrifugal Compressors Blowers (Canada) Limited, Galt, Ontario 
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Fund and the World Bank have 
helped many countries build up their 
basic needs, providing a foundation 
upon which private enterprise can 
build. “But despite their great suc- 
cess,” he continued, “one is bound 
to ask whether there has not been a 
tendency to allocate too much effort 
to machines and factories, and too 
little to the human beings who will 
be essential to run them.” 

Dr. Alexander King, director for 
scientific affairs, Organization for 
European Economic Cooperation & 
Development, emphasized the ways 
in which economic development 
creates demands for skills of all 
kinds. “At a time when there is need 
to increase growth rates, therefore, 
investment in education and in the 
management of human energies and 
skills becomes an exceptionally im- 
portant item.” 

And a Far Eastern participant, 
Chmn. Sir Sik-Nin Chau of the Hong 
Kong Chinese Bank, Ltd., remarked 
on the “inevitable shortage” of man- 
agerial talent in the initial stages 
of a country’s development. “This 
shortage must be corrected,” he as- 
serted. “The proper training of 
domestic managers must be one of 
the major priorities.” 

Accent on teamwork. Except per- 
haps during an enterprise’s very first 
stage of growth, one-man manage- 
ment by an_ intuitive, inventive 
genius has little place in the modern 
world of management, said P.F.S. 
Otten, president of the board, 
N.V. Philips’ Gloeilampenfabrieken 
(Netherlands). For the accent has 
shifted “from solitary leadership to 
teamwork . . . from intuition to sys- 
tematic scientific thinking.” 

Thus, as Pres. Thomas J. Bata of 
Bata, Ltd. (Canada), asserted, the 
“development of high-level person- 
nel and the appointment of the right 
people to the right top places is my 
principal preoccupation.” And _re- 
gardless of the details of a company’s 
system of management development, 
“the important thing is to have some 
system in proper operation.” 

Sentiments such as these _per- 
mitted Pres. Joseph A. Grazier of 
American Radiator & Standard Sani- 
tary Corp., to conclude that even 
the most capable of the assembled 
IIC_ participants—the top execu- 
tives of the free worlds top com- 
panies—could not lead much longer 
without “careful and planned atten- 
tion to professional management.” 
Voicing the underlying theme of the 
whole conference, Grazier held that 
“skill in professional management is 
the next major frontier of business 
competition, and that management 
which leads in this work will enjoy 
a tremendous advantage.” End 
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What’s ahead for 


Chrysler? 





The people in charge talk briefly about 
what they are doing 


Suppose somebody put you in charge of America’s 
seventh largest industrial company in sales with 
assets of one billion, 369 million dollars and said: 


“You have more than 82,000 people working 
for the company. 


“You have 86,000 stockholders. 


“You have more than 6,000 dealers who sold 
more than three billion dollars’ worth of cars 
and trucks in 1960. 


“You do business with more than 12,000 other 
companies. 


“‘And remember what you owe to the people who 
own the more than 11 million Chrysler-built cars 
and trucks now on the road in the U. S. alone. 


“You’re in charge. Fix what’s wrong, keep 
what’s right, and move ahead.” 


That’s the job they gave us and that’s what we 
intend todo... 


“Fix what’s wrong, 
keep what’s right, 
and move ahead” 


With the cars we have for ’62, and by keeping our 
eye on these objectives, we are confident we will 
move ahead rapidly. 


1. We plan to make it necessary for every auto- 
mobile buyer once again to “look at all three.”” This 
can be accomplished only by offering cars with some- 
thing extra in every price class. This we are doing! 


2. In addition to offering cars with something extra 
in every price class, we will continue to offer the best 
built cars in every price class. To accomplish this, we 
have tightened up our already rigorous quality con- 
trol program. You’ll see the results in our 1962 cars 
on display September 28. 


3. We are dedicated to turning out cars that will 
give you peak performance, that will handle gas as 
though it were rationed, and will require a minimum 
of attention and expense. We’re doing it now, and 
we’re going to do even better. 


4. Chrysler Corporation has the best engineers in 
the business. It is our job to see that their best ideas 
go into our cars. 


In accomplishing these four basic objectives, we will 
offer you cars in every price class that give you the 
most for your dollar when you buy them and the 
most for your dollar at trade-in time. 


The people at 
Chrysler Corporation 


Where engineering puts something extra into every car 


) PLYMOUTH * VALIANT * DODGE * DART * LANCER * CHRYSLER ¢ IMPERIAL * DODGE TRUCKS 
SIMCA CARS e MOPAR e REDSTONE e JUPITER e AIRTEMP e AMPLEX ¢ CYCLEWELD e MARINE AND INDUSTRIAL ENGINES 























Three hurricanes were under view at 
one time by Tiros III satellite. This is 
Carla, with its 600-mi.-diameter eye. 
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Betsy looked like this to Tiros ITI as 
it whirled along 920 mi. east of Cape 
Hatteras. Its eye was 200 mi. across. 


Debbie was only a tropical storm, not 
yet a hurricane, when this picture was 
taken about 2,500 mi. east of Miami. 
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What Hurricane Carla 


left in its wake 


Thanks to early warning, aided by the Tiros III satellite, 
people could be evacuated to save lives, and plants 
could be shut down. Still, some industry suffered heavily 


As Hurricane Carla spun wetly 
into the center of the U.S., its furi- 
ous winds dying out, Gulf Coast in- 
dustries began putting themselves 
back into working order after a 
three-day shutdown. 

Although total storm damage in 
Texas and Louisiana is being esti- 
mated up into the billions of dollars, 
industrial damage—with jarring ex- 
ceptions such as Dow Chemical Co.’s 
complex at Freeport, Tex. (picture, 
right)—appears to be surprisingly 
light. Loss of life is also remarkably 
low, due to the orderly carrying-out 
of one of the most extensive evacua- 
tions from a natural disaster area in 
the country’s history. 

It would almost certainly have 
been a different story had not Carla 
cooperated by taking an unusually 
slow and steady course toward land, 
allowing ample warning for com- 
panies to shut their plants down 
properly and for more than 300,- 
000 lowland dwellers to flee from the 
coast. 

Better forecasting. Part of the 
credit also must go to the more 
sophisticated weather _ prediction 
techniques available today, includ- 
ing the weather-eye satellite Tiros 
III (pictures, left), which had the 
rare experience of keeping three hur- 
ricanes under surveillance at one 
time, along with two typhoons in the 
Pacific and two incipient hurricanes. 

Noting the value of Tiros III, the 
House Appropriations Committee 
approved a $48-million supplemen- 
tary budget item to put a weather 
satellite system into operation, on 
top of $50.2-million already in the 
1961-62 budget for such a project. 
The Weather Bureau wants to keep 
at least one experimental Tiros in 
operation at all times, pending de- 
velopment of the more advanced 
Nimbus system. 

Insurance disaster. Despite the 
successful use of the unusually long 
warning time, Carla will prove to 
have been a costly storm, when the 


bill is added up. Property losses by 
individuals, particularly in the Gal- 
veston and Texas City areas, defied 
estimation at midweek. Insurance 
companies are sending 4,000 to 5,000 
adusters to the Gulf Coast in antici- 
pation of claims, and the hurricane 
may mean the largest single insur- 
ance loss in U.S. history. 

Agricultural economists in Texas 
think the loss to Texas farmers may 
be close to $200-million. Cattle loss 
is expected to run as high as 10,000 
to 20,000 head. 

Texas highway engineers indicate 
the cost of cleaning up and repairing 
roads in the 16 counties hit by the 
storm, plus the rebuilding of some 
50 miles of coastal highway, will run 
approximately to $5-million. 

Still to be added in is the total 
economic impact of Dow Chemical 
Co.’s loss—$1-million in lost produc- 
tion, another $1-million for rehabili- 
tation, plus unknown damage to 
electronic equipment—and the pro- 
duction loss in shutdown and startup 
time suffered by other companies. 

Flood at Freeport. Damage at 
Dow, the most incurred by any single 
company, was taken mainly at both 
of the Texas Div.’s plants, in which 
Dow has invested an estimated $750- 
million since 1941. Two dikes pro- 
tecting the low-lying plants broke 
under heavy wind-driven seas Sun- 
day afternoon, and both plant “A” 
and the neighboring town of Free- 
port were inundated by 4 to 14 ft. 
of water. On Monday, water rolled 
over a municipal levee and flooded 
plant “B” to a depth of 4 ft. in places. 
Power had been turned off during 
shutdown operations, and there were 
no known fires, either in the plant’s 
magnesium plant or elsewhere. 

Dow sales management at Mid- 
land (Mich.) headquarters reports 
that the division was up to date on 
orders when the storm struck, but 
no shipment can be expected from 
Freeport this week or next week. 
Dow, like many other Gulf Coast 
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Dow Chemical Co.’s plant ‘“‘A” at Freeport, Tex., soaks in 4 to14 ft. of rain and sea water in the wake of Hurricane Carla. It 
is part of Dow’s $750-million complex of plants at Freeport; damage and lost production run to millions. 
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How to automate 
an avocado 


(and save 315,000 c a year ) 


Pa. 
] 





The Calavo Growers of California 
found a way! This progressive co- 
operative uses four different Friden 
machines in its highly automated 
packing-distributing-marketing of 
avocados and other exotic fruits. 


Friden machines are involved in the 
creation of sales orders, shipping 
manifests, bills of lading, inter-plant 
communications, billing, sales anal- 
ysis, inventory control and as a link 
into other data processing equip- 
ment. This Friden system saves Cal- 
avo at least $15,000 annually... 
added income for its grower-mem- 
bers at no increase in the consumer 
price of avocados! 


Calavo uses: ADD-PUNCH® produces 
printed tape; also records complete 
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or selected data on punched paper 
tape. MODEL CTS COMPUTYPER® 
reads constant data from punched 
tape, writes data on the invoice, 
automatically does billing arith- 
metic. FLEXOWRITER® automates 
preparation of sales orders, work 
orders, etc. Produces by-product 
tape for further data processing. 
Like the Computyper, reads tape, 
tab cards, edge-punch cards. TELE- 
DATA® transmits data coded into 
punched paper tape to points within 
a plant, or across the nation. 


Your Friden Man can show you 
benefits of an automated system for 
your business. Call him. Or write: 
Friden, Inc., San Leandro, Calif. 


THIS IS PRACTIMATION: auto- 
mation so hand-in-hand with prac- 
ticality there can be no other word 
for it. 


Tiden 


Sales, Service and Instruction Throughout the U.S. and World 








companies, used paid radio com- 
mercials to call its workers back 
from the Texas interior where they 
had scattered with their families dur- 
ing the nearly total evacuation of the 
Freeport area last weekend. 

Lightly damaged. The Texas and 
Louisiana coastal concentration of 
refineries, estimated to produce 
nearly 1-million bbl. a day of the 
nation’s gasoline stocks, were spared 
heavy damage because the storm 
entered Texas at a comparatively un- 
industrialized point farther down 
the coast near Corpus Christi. Even 
Reynolds Metals Co., which has 
$175-million invested in an alumina 
plant and a reduction plant near 
Corpus Christi, was able to escape 
damage and keep its aluminum pot- 
lines running during the storm. 

Minor damage, problems with 
rounding up full work crews, and the 
basically slow process of starting 
such plants up again will keep Culf 
Coast refineries and chemical plants 
from being fully operative at least 
until this weekend, however. Thanks 
to Carla’s slow and_ predictable 
progress toward the coast, nearly all 
plants were fully buttoned up by 
Monday when the full force of the 
storm hit. But progress toward get- 
ting back on stream was not going 
so smoothly at midweek. 

Some major plants. Olin Mathie- 
son Chemical Corp.’s high-analysis 
fertilizer plant on the Houston Ship 
Channel at Pasadena, Tex., was 
knocked out by water damage for at 
least two weeks, company officials 
estimate. Monsanto Chemical Co.’s 
big Texas City plant was under sev- 
eral feet of water, and the company 
doesn’t expect operations to be back 
to normal in less than a week. 

Gulf Oil Corp. and Texaco, Inc., 
both with large refineries at Port 
Arthur, reported problems in getting 
evacuated plant workers back on 
shift. Gulf also reported trouble with 
its Sabine River fresh water supply, 
needed to get up steam for refinery 
operations. 

Humble Oil & Refining Co. re- 
ported its 300,000 bbl. a day refin- 
ery at Baytown, Tex., had not taken 
on any water and should be at es- 
sentially full operation by the end of 
the week. Some dock damage will 
have to be repaired before Humble 
can move liquid products. Shell Oil 
Co. also had dock damage at its 
Houston Ship Channel refinery. 

Socony Mobil Oil Co., Inc., 
switched its 210,000 bbl. a day refin- 
ery near Beaumont to steam power 
over the weekend but had to shut 
down again Monday when a small 
fire broke out. 

Easing a glut. The possibility of 
a week’s downtime for some major 
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CARROL, COX & WHITEHEAD 
Architects 


NATIONAL CITY BANK BUILDING « GLEN ROCK, OHIO « TO 1-1100 














YOUR LETTERHEAD IS YOU. Does it work as hard as 
you do to make a good impression? Or does it often end up, 
forgotten, in a prospect’s wastebasket? 


A hard-working letterhead costs no more than a lazy one. Mit ERY 
Ask your printer for a fresh, new design on the right paper ll 
—Hammermill Bond. Matching envelopes, too. 

lf Carrol, Cox & Whitehead existed, their letterhead mjght look [3©) N) [D) 
like this. Would you like a free book of helpful design ideas? 


Write us a note on your present business letterhead. HAMMERMILL PAPER COMPANY, 1455 EAST LAKE RD., ERIE, PA. 



















EN COMPANY 
IRELAND ! 


“Ireland Offered the Ideal 
Location For Our Newest 
Overseas Plant...” 


Theodore O. Hofman, President, Borden Foods Company 
Division, The BORDEN COMPANY 


“After considerable research,” 
Mr. Theodore O. Hofman writes Mr. Hofman, “we decided to 
locate our dry milk packaging plant in 
Mallow, County Cork. The remarkable incentives offered 
by the Irish Government played an important part in 

our decision.” 





During the last three years over one-hundred new indus- 
tries from all parts of the world have come to Ireland to set 
up operations. Manufacturing primarily for export, their 
products range from cranes and pianos to food. 


Treland’s incentives to manufacturers and processors are 
particularly enticing. You receive ten years exemption 
from income tax on export profits, plus a further five years 
reduced taxation. Outright, non-repayable cash grants 
help you build your factory, equip it with machinery, 
and train your workers. 


Other advantages include preferential treatment for your 
products in many countries, reasonable wage scales, am- 
ple power, and a plentiful supply of English-speaking, 
interested, intelligent labor. 


Why not write today for details. The Industrial Develop- 
ment Authority’s office in New York is ready to assist you 
with information about your specific industry. 





If you can use air freight, Shannon Free Airport 
offers standard factory bays for renting, as well as 
cash grants, and tax exemption until 1983. 











IRISH INDUSTRIAL 
DEVELOPMENT AUTHORITY 


405 Lexington Avenue, New York 17, N.Y. 
Telephone: OXford 7-0848 
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refineries was greeted by oilmen 
with some relief. It could ease the 
excessive buildup of product stocks 
that many feared was causing price 
weakness and price wars this sum- 
mer. 

Other companies, too, think the 
shutdown may bring stocks more 
nearly in line with demand, cut 
down on distress dumping, and thus 
stabilize prices for a short time— 
perhaps for 30 to 60 days. 

Sizing up damage. Oil companies 
were not certain how their produc- 
tion in the area fared, particularly 
offshore. Some 2,500 drilling and 
operating personnel were moved 
ashore from platforms out in the 
Gulf as the storm approached. 

Continental, which operates 250 
offshore wells for the CATC group 
of companies, is already moving per- 
sonnel back out to its platforms that 
are nearest to shore. 

Gas companies report no _inter- 
ference with their operations by the 
storm. Transcontinental Gas Pipe 
Line Corp., Houston-based supplier 
of major East Coast markets, says it 
can draw gas from more than 100 
storage areas in the country. 

Port damage varied up and down 
the coast. Incomplete reports from 
Galveston, which was cut off for 
nearly two days by the storm and 
then struck by tornadoes and a 
waterspout after Carla had passed, 
indicate extensive damage. Hous- 
ton, largest port on the Gulf, re- 
ported no damage to ships. 

At Corpus Christi, little dam- 
age was reported, although a grain 
ship broke its moorings. 

Refugee problem. State officials 
reported an orderly and _ virtually 
accident-free flight from the low- 
lying coastal cities, with coopera- 
tion from inland areas that pro- 
vided shelter and other care for the 
refugees. Evacuation is still in 
progress in some _  areas—2,300 
Texas City storm victims were be- 
ing moved at midweek from a tem- 
porary evacuation center in their 
area to Houston. 

With the skies clearing, Texas 
Rangers and other law enforcement 
officials began patrolling abandoned 
areas such as Texas City, where 
some looting has occurred. 

Snakes are another problem for 
returning residents—as the people 
evacuated their homes, the Gulf 
Coast’s population of poisonous 
reptiles evacuated their swamps and 
took up residence in the abandoned 
houses and streets of the towns. 
Calls have been issued for men 
with shotguns to deal with this, and 
Texas health officials are stockpiling 
snakebite serum, as well as 150,000 
doses of typhoid vaccine. End 
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Social Security 
for your 
domestic help 


Who is covered 
by the law? 


When and how 
to file returns 


Personal business BIW 


September 16, 1961 


Is your wife among the more than 100,000 employers of domestics failing to 
file Social Security tax returns for their help? 

The Social Security Administration warns that it has stepped up a 
campaign for compliance with the law. Failure to file and pay the tax can 
cost you some stiff penalties as an employer—even years later, when the 
domestic retires and applies for benefits. 


Misunderstanding—rather than willful neglect—is apt to be the trouble. 

A maid or other servant will often balk at having any tax withheld from 
wages, for example; the employer will then simply drop the matter, on the 
theory that it’s the maid’s responsibility. 

The fact is that under the law you still must file on behalf of the maid. 
And you are obligated to pay the tax, totaling 6% of her wages—whether 
or not her 3% has been withheld. If she has no account number, mark the 
Social Security tax form (942) “account number unknown.” The domestic 
will be contacted later and an account number assigned. 

For failing to file, you can be assessed the back tax due plus interest at 
6% a year—and a penalty amounting, if more than a few months are 
involved, to 25% of the total 6% tax in arrears. 


Permanent maids, cooks, butlers, housekeepers, governesses, valets, care- 
takers, gardeners, chauffeurs—all are covered by Social Security. So is 
help-by-the-day—and this is where many employers fall down. 

The test is strictly in dollars: If you pay a domestic $50 or more in any 
calendar quarter, Social Security rules apply; you must withhold 3% and 
add another 3% yourself. 

But only cash wages count. You don’t include the value of food, lodging, 
clothing, and such that the domestic receives from you. And if you pay a 
domestic—such as a butler or housekeeper in charge of staff—more than 
$4,800 a year, the tax applies only to the first $4,800, of course. 

There’s one general exception on coverage. You don't need to worry if 
the employee works for you as an “independent contractor.” Generally, this 
means any person employed by some type of service company and hired 
out to you for a job—such as catering help or a painter—or a self-employed 
person such as a gardener who brings his own special equipment. 


Near the end of each calendar quarter, the District Director of Internal 
Revenue will mail you a copy of Form 942 (Employer’s Quarterly Tax 
Return for Household Employees). If you aren’t on the mailing list, contact 
the director’s office. 

For the quarter ending Mar. 31, you must file—with a check—by Apr. 30; 
for the following quarters, by July 31, Oct. 31, and Jan. 31. 

Besides filing quarterly returns, you must provide each domestic with a 
written statement of wages and Social Security tax withheld for each 
calendar year, on or before the following Jan. 31. If a domestic quits during 
the year, mail the statement to her home within 30 days after final payment 
of wages. If you wish, use Form SS-14—available from the IRS. 

It’s wise to keep a copy of these statements—but contrary to the belief 
of some employers, you don’t need to send copies to IRS. 



























Hawaii’s new 
restaurants 


World of words 


New aid 
to hearing 


Omnibus 


126 


Personal business continued 


There's no requirement that you withhold income taxes from the wages 
of domestics. But you might want to remind them of the Apr. 15 deadline, 
and point out that they must file if their wages come to $600 or more. 


If you'll be in Hawaii this fall or winter—maybe during Aloha Week in 
October—note some new dining places and hotels attracting attention. 

La Ronde—a plush, 25-story-high restaurant atop Honolulu’s highest 
building—bows Oct. 15, promising superior cuisine. The new Michel’s at 
Colony Surf Hotel on Waikiki Beach has achieved front rank. Gourmets are 
praising the Romany, just opened, at the Polynesian Hotel. 

These names join such tested spots as Canlis’, Gourmet, Colonel’s Planta- 
tion, Merry Monarch, and Captain’s Galley. 

Best of the new hotels you may have read about is Plantation House, set 
spectacularly on an ocean promontory at Halalei, Kauai, with a cable car 
ride to the beach. Laurance Rockefeller will open a new out-island resort in 
about a year. Meantime, the Hotel Hana-Maui, on the island of Maui, 
remains the most exclusive get-away spot for American executives. 


Merriam-Webster’s new unabridged dictionary—first entirely revised edi- 
tion since 1934—comes out Sept. 28, with definitions in single phrases instead 
of in essay style, and contemporary quotes to explain meanings (page 89). 
The volume weighs 13% lb., costs $47.50. 


If you use eyeglasses equipped with a hearing aid, you can now get a 
removable hearing “capsule” (consisting of amplifier, transistor, battery, 
control) weighing a fraction of an ounce. Unit snaps into either temple bar 
of newly designed frames. Big advantage is that you can slide the hearing 
unit into any of a “wardrobe” of frames—for example, those for sun glasses 
(about $20 a pair). Capsule, called the Herald, costs $349.95 (Acousticon 
International, Shelter Rock Lane, Danbury, Conn.). 


Meantime, you may be reading about the further development of a new 
type hearing aid, still in the pre-production stage. Patient wears a miniature 
microphone and transmitter on the wrist, with a tiny receiver installed in 
a hollow false tooth. Signals are transmitted through dental and facial 
nerves, bypassing the ear entirely. 


John Hancock Mutual Life Insurance Co. has added a new twist to its 
children’s education-expense policy—if the policy is written on a child 
under age six, the insured gets the face amount if he marries between ages 
18 and 21 . . . La Boite, a softly lit cafe seating only 52 persons, will open 
at New York’s St. Regis on Sept. 21 . . . A new rubber-based garden spray 
is designed to provide a protective blanket for lawns seeded in the fall 
(Soil-Set, by Alco Oil & Chemical Corp., Philadelphia, costs $5 a gallon 
—enough to cover 500 sq. ft.) .. . Buying or Selling Your Home, by John 
H. Denton (Barrows, $3.95), is well worth reading, if you’re embarking on 
such a venture . . . Farnsworth-Reed, Ltd., one of Washington’s better 
known clothiers, has purchased a hand-tailored Rolls-Royce truck to make 
deliveries along Embassy Row . . . Stubs Preview Club (246 West 44th 
St., New York 36) will offer discount tickets to pre-opening performances 


of at least 12 new Broadway shows this season. 
Contents copyrighted under the general copyright on the Sept. 16, 1961, issue—Business Week, 330 W. 42nd St., New York, N. Y. 
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Save up to 25% 
on elevator costs 








Rotary Oildraulic’ is the most practical elevator for rises up to 60 feet 


Let the money-saving magic of hydraulics power the elevators 
in your new or remodeled building. The modern Rotary Oil- 
draulic Elevator for rises to 60 feet brings you a new high in 
dependability, quality and economy. Here’s how: 


Economy — Oildraulic Elevators are pushed up from below by 
a powerful hydraulic plunger . . . not pulled from above. With 
no overhead machinery, there’s no need for an expensive, 
unsightly elevator penthouse or heavy load-bearing shaft side- 
walls. You save on construction costs. 


Dependability—The hydraulic operating mechanism is ex- 
tremely simple and dependable. All adjustments are made on 
one easily accessible control unit. Maintenance is minimized. 


Quality—Velvet-smooth Oildraulic Elevators are available 
to your specifications with any type of control system. Opera- 
tion may be with or without attendant. Freight or passenger 
types, 1000 to 100,000 Ibs. capacities. 


| Over 100,000 Rotary Oildraulic Elevators and Lifts, installed 






Rotary, 


Mail for helpful 
information > 





and serviced by a national distributor organization, are now 
in use. Mail coupon for more information or look for “Rotary 
Oildraulic” under “Elevators” in your phone book. 


ROTARY LIFT COMPANY 
Division of the Dover Corporation 
Memphis, Tenn.—Chatham, Ontario 


M@ The award-winning 
Northwestern Mutual Insur- 
ance Building, Los Angeles, 
designed by Architect Rich- 
ard J. Neutra, is one of the 
many beautiful comtempo- 
rary structures using Rotary 
Oildraulic Elevators. 
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Cozy labs under ice and snow 


Greenland icecap is tunneled with sub-surface communities 
while chief polar research center back home moves 
its treasured ice samples from Illinois to New Hampshire 








On a hot September day, moving men enter refrigerated vaults to stack specimens 
of ice on dollies for shipment from Illinois to New Hampshire. Cases contain cores 
of glacial ice collected in Antarctic; vaults are kept at close to zero. 
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The frozen, lonely wastes of Green- 
land’s vast icecap will get another 
thorough examination from scientists 
this winter, as U.S. polar research 
picks up momentum. 

One hundred scientists and Army 
engineers will spend their second 
winter 138 mi. out on the icecap at 
Camp Century [Bil Sep.26°59,p87], a 
self-contained polar research base 
tucked away in a criss-cross of tun- 
nels 20 ft. under the snow. 

Next January, a 24-man research 
team will move into a second sub- 
surface camp in a 1,100-ft. tunnel 
hacked through solid ice at Camp 
Tuto, near Thule Air Force Base. 
Scientists will study—but not live 
in—a third tunnel, blasted through 
frozen earth, also at Camp Tuto. 

By early spring, researchers will 
try to bore through the 6,000-ft.-thick 
icecap to bedrock with a new ther- 
mal drill that uses a doughnut- 
shaped heating element as a “bit.” 
The cores of ice that the drill brings 
up will be studied for clues to such 
things as the history of weather cy- 
cles on the icecap and the plasticity 
of ice at varying depths. 

Moving day for lab. Back home, 
polar research got a boost of a dif- 
ferent sort last week when the Army 
Corps of Engineers began moving its 
Cold Regions Research & Engi- 
neering Laboratory (pictures )—the 
agency most involved in our research 
in Greenland—from cramped, make- 
shift quarters in a Wilmette (TIIl.) 
laundry building to a new 18%4-acre 
center at Hanover, N. H. 

The bulk of the U.S. polar re- 
search work, both in Greenland and 
at the new laboratory at Hanover, 
is aimed at these two goals: 

« Filling in the blank spaces 
that remain in our scientific knowl- 
edge of the basic nature of ice. Sci- 
entists already know some answers 
to the puzzle of the complex physical 
properties of ice. But man can never 
be completely at home in the Arctic 
or Antarctic until he gains theoreti- 
cal knowledge about why ice be- 
haves the way it does. 

* Perfecting techniques of build- 
ing and maintaining U.S. under-ice 
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One physicist, Dr. Daisuke Kuroiwa, 
continues microscope study during the 
move. 


and under-snow bases on the icecap. 
These sub-surface camps—shielded 
from possible military attack and 
from the brutal weather of the ice- 
cap—serve both as bases for present 
polar study and as models for future 
missile bases and Arctic settlements. 

Steady learning. U.S. scientists 
have chalked up some solid—if un- 
dramatic—progress in both areas. 
“It’s been more of a gradual process 
of increasing our knowledge of all 
the physical properties of ice,” says 
James A. Bender, chief of The Re- 
search Div. at CRREL. “We have, 
for one thing, proven we can make 
usable tunnels through snow, ice, 
and frozen ground.” 

Whether the U.S. has yet caught 
up with the Russians, who’ve been 
doing serious polar research for 
more than 30 years, is another ques- 
tion. Bender gives Russia the edge 
in general Arctic knowhow but he 
claims the U.S. holds a lead in snow 
and ice engineering. He says: 

“We've just tackled a specific por- 
tion of this thing—how to build a 
camp in snow and ice. They've been 
working in this field a lot longer 
than we have and with four to five 
times as many men.” 

How they’re built. This much is 
certain: The U. S. is pretty much past 
the trial-and-error stage in building 
sub-surface polar camps. The Engi- 
neers’ Polar Research & Develop- 
ment Center, which actually builds 
and maintains the camps, has its 
construction techniques down pat 
for building tunnels of any length 
through each of the icecap’s three 
basic materials—snow, ice, and 
frozen earth or permafrost. While 
plans for a 138-mi. under-ice road 
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linking Camp Century and Thule 
appear to be temporarily shelved, 
the Engineers are sure they could 
build such a road within a month if 
they had to. 

Camp Century, built beneath 
snow, is really a series of cut-and- 
cover trenches rather than true tun- 
nels. A Swiss-built rotary plow, 
beefed up for Arctic use and with 
wider tracks, begins by cutting a 
narrow trench in the surface snow, 
moving downward with gradually 
widening cuts until the trench is 
finished. The narrow top of the 
trench is then plugged with snow 
debris that freezes to form a roof. 

Continuous coal-mining machines 
were used to dig the Tuto ice tunnel. 
A self-propelled, electrically driven 
miner gnawed away about 1% cu. 
ft. of ice per min. without fractur- 
ing or fragmenting tunnel walls as 
explosives would do. 

The permafrost tunnel was built 
with traditional hard-rock mining 
techniques of drill, blast, and muck. 

Easy to keep up. What has sur- 
prised the Army Engineers is that 
tunnel maintenance, like construc- 
tion, is turning out to be a compara- 
tively easy job. There have been no 
major cracks or cave-ins in any of 
the tunnels. Deformation, caused by 
the flow of viscous snow and ice, 
appears to be following nice pre- 
dictable patterns. 

This was a pleasant surprise. Ice 
is classed as a solid, but in many 
ways it behaves more like a liquid; 
yet the rules of flow that apply to 
liquids don’t quite fit ice either. In- 
stead of following classic rules for 
either solids or liquids, the rate of 
ice deformation depends directly on 
such factors as temperature, crystal 
size, density of material, size of the 
excavation, and weight of the snow 
and ice overburden. 

Permafrost is also an exception to 
generalities. It proves to be the most 
stable of polar building materials, 
won't flow at all under normal con- 
ditions. 

The walls of Camp Century’s snow 
trenches have been closing in at less 
than 6 in. a year. In the Tuto ice 
tunnel, where overburden pressure is 
greater, deformation averages about 
1 ft. a year. 

Keeping it cool. Engineers have 
found a few simple rules for cutting 
ice flow to a minimum. The first is 
to keep tunnels (except for the living 
quarters, of course) as cold as pos- 
sible. Outdoors, Camp Century’s 
mean annual temperature is a snappy 
—12F. If the snow walls of the 
trenches could be kept at that tem- 
perature, deformation would all but 
cease. 

To keep the tunnel as cold as 
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Fork-lift outside former laundry in II- 
linois loads transport truck refrigerated 
to —10F. 


possible, Century’s engineers have 
added insulation to the buildings 
under the snow and have hooked the 
ventilating system up to an “ice 
well,” a 40-ft. hole from which cold 
air can be drawn up by intake fans 
for tunnel ventilation. The engineers 
also are learning to pick optimum 
depths at which to build their sub- 
surface camps, especially in snow. 
The trick is to go deep enough to 
reach the layers of dense, sub-sur- 
face snow without going so deep that 
overburden becomes excessive. By 
using their knowledge of the average 
rate of flow under given conditions, 
engineers next hope to come up with 
a pat formula for accurately predict- 
ing the deformation that can be ex- 
pected in any tunnel. 

Cozy living. Actual living inside 
the tunnels has posed few major 
problems. Even when storms send 
icecap temperatures down to —60F 
working and living areas within the 
tunnels generally can be kept at a 
cozy 70 to 72F. Camp Century offers 
such unexpected niceties as a gym- 
nasium, a recreation hall, comfort- 
able living quarters, and a 10-bed 
hospital. The under-snow camp is 
big enough—a 1,000-ft. main corri- 
dor with 20 or so lateral corridors— 
so that few men even find the tunnel 
psychologically uncomfortable. They 
usually make one trip to the surface 
each day. 

Since buildings inside the tunnel 
don’t have to be built to withstand 
extreme cold or high winds, they’re 
usually made of a sandwich of wood 
and insulating material. In tests in- 
side the ice tunnel, engineers are 
trying out buildings made of plastic 








foam, and even have considered 
structures of heavy paper. 

The physical task of bringing sup- 
plies across the icecap remains a 
headache, though there aren’t any 
storage problems once the supplies 
reach the base. Camp Century did 
away with its bulkiest necessity— 
diesel fuel—when the base’s 1,500- 
kw. nuclear power plant went into 
operation last year. It’s likely that 
future polar research bases will use 
similar nuclear systems for heat and 
power. Success in storing supplies 
under ice should also pave the way 
for a number of peaceful uses for the 
icecap. Surplus food and nearly any 
bulk liquid can be stored under the 
ice for indefinite periods without 
appreciable deterioration. 

Lab work. No one is completely 
certain where U.S. polar research 
will move from here, though CRREL 
engineers hope to develop some new 
ideas once they're settled in their 
new Hanover laboratory. CRREL it- 
self was created early this year from 
two engineer research agencies: the 
snow, ice, and permafrost research 
establishment in Wilmette, and the 
Arctic construction and frost ef- 
fects laboratory at Waltham, Mass. 
CRREL conducts polar and subpolar 
field work in Alaska, Canada, the 
northern U.S., and Antarctica, as 
well as in Greenland. 

The new Hanover center, built on 
land donated by Dartmouth College, 
will give CRREL’s engineers some 
room to move around. It will have 
200 rooms, including laboratories, 
workshops, and cold rooms capable 
of operating at —73F. Into the cold 
rooms will go the collection of glacial 
ice, snow, and permafrost that engi- 
neers have collected in nearly 16 
years of Arctic study. 

Even more remarkable samples of 
glacial ice should start coming in 
when CRREL begins operating the 
thermal drill. Mechanical drills can 
cut through only about 1,300 ft. of 
ice; the thermal drill, which will be 
tested down to 6,000 ft. in Green- 
land next spring, should be able to 
bore through 12,000 ft. that would 
take it to bedrock at Antarctica. 

For scientists, this should make 
available the first series of 10-ft.-long 
glacial cores, reaching from surface 
ice to ice near bedrock, that are 
close to 25,000 years old. Pollen, bac- 
teria, volcanic ash, and dust trapped 
in the ice are expected to give the 
scientists a pretty clear record of the 
icecap’s history. It should, for in- 
stance, be possible in this way to 
trace the rise in air pollution, begin- 
ning with ice samples that date back 
to the Industrial Revolution. 

Changing ice. CRREL also has 
been doing some experiments with 
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Do your stockholders 
read between the lines? 


Of course they do. Everybody does. Even when 

studying your annual report a shareholder sees more 
than just text and pictures. Unconsciously, he is aware 
of the care and pride with which you have prepared 
your message, selected the paper for it, and chosen 

the printer who will reproduce it... care and pride 

he will associate with the management of your company. 


The skill and experience of a good printer can help you achieve a 
true quality image when you present your company ‘‘on paper’. 
So consult him early in the planning stages. He’ll be able to help you 
in many ways. Very likely he’Ill recommend Warren Paper, too. 
Because Warren Paper takes a good impression — and makes a good 
impression. S. D. Warren Company, 89 Broad St., Boston, Mass. 
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Benefit is our middle name 


MUTUAL BENEFIT LIFE 


INSURANCE COMPANY OF NEWARK, NEW JERSEY « SINCE 1845 

















134 RESEARCH 





permacrete—a building material it 
has developed for polar use. A frozen 
mixture of soil and water, perma- 
crete can be poured and cast like 
concrete, with the added advantage 
of a shorter curing time. A major 
consideration to supply-conscious en- 
gineers is that permacrete can be 
thawed out and used over and over 
again. Far more theoretical is work 
that CRREL is doing in changing 
the basic properties of ice, both by 
adding materials such as sawdust or 
glass fibers to create “ice alloys” and 
by actually changing the molecular 
structure of ice. 

By changing the molecular struc- 
ture of ice—CRREL lab people have 
done it on several occasions—it’s 
possible that someday the physical 
properties of ice can be changed, 
too. Ice might be made much 
stronger, for example. Or, by adding 
other materials to the lattice-formed 
molecular structure of ice, it might 
be possible to free hydrogen and 
oxygen molecules directly for use as 
building blocks in the sub-surface 
manuiacture of other compounds. 


Open second plant 
to purify salty water 


The Office of Saline Water, Dept. of 
Interior, has started test operation 
of its second experimental water 
purification plant. Located at Web- 
ster, S.D., the plant will attempt to 
prove the economic feasibility of 
electrodialysis (an osmosis tech- 
nique) as a method of purifying 
brackish underground water. 

The plant is relatively inexpensive 
as water purification plants go ($482,- 
000 compared with $1.5-million for 
the sea water distillation plant the 
Dept. of Interior is already operat- 
ing at Freeport, Tex.). It is designed 
to turn out 250,000 gal. of fresh 
water daily, reducing the brackish 
waters salt and mineral content 
from 1,800 parts per million to less 
than 250 ppm. Its prime contractor 
is the Asahi Chemical Industry Co. 
(Osaka, Japan), a company that 
specializes in the Pesca il of 
membranes used in electrodialysis. 

Three more plants remain to be 
built to complete the government’s 
$20-million fresh water develop- 
ment program. Two of the others 
will convert sea water, at Wrights- 
ville Beach, N.C., and San Diego, 
Calif.; the third will use a different 
process for converting brackish wa- 
ter, at Roswell, N. M. 

When all five plants are operat- 
ing, authorities will have compara- 
tive statistics on the various conver- 
sion systems. End 
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PLL BE FISHING IN 
45 MINUTES...” 


Fun is a habit in Oregon. 


It’s a wonderful, easy-to-get habit 
that grips old and young alike. 


minutes or less from work. You can 
be fishing in 45 minutes... at the 
mountains or seashore in an. hour 
and a half. We have meadows to 
roam, green forests to explore, and 
the friendliest people imaginable. 


Workwise we are something special 
too. We’re right in the middle of a 
dynamic growing market—a nat- 
ural spot from which to serve the 
Western states and the Far East. 
There is an abundance of raw mate- 
rials, transportation, trained labor, 
and low-cost electric power. Sound 
perfect? It’s mighty close! Oregon 
should be in your tomorrow. We 
love company. How about yours? 
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Boeing scientist verifies theory 
important in practical use of plasmas 


A basic assumption in plasma physics research—the so- 
called Landau damping theory—has been verified by 
Dr. Marvin J. Kofoid (picture) of the Boeing Co. The 
theory was advanced in 1945 by Prof. L. D. Landau, a 
Russian physicist; its verification could be important in 
harnessing thermonuclear (fusion) power. 

Kofoid announced his finding at the International 
Conference on Plasma Physics & Controlled Nuclear 
Fusion, at Salzburg, Austria. The announcement created 
a wave of excitement among scientists, who for 16 years 
have leaned on the theory but had no proof of it. 

The theory explains the behavior of electron oscilla- 
tions in an ionized gas (a plasma). The damping effect 
of these oscillations resembles that of ocean waves 
that splash against a sea wall and bounce back to have 
a damping or quieting effect upon subsequent waves. 
Taking advantage of this phenomenon has been thought 
to be the best approach to controlling the instability of 
plasmas. Without such control, it would be impossible 
to use plasmas in producing fusion power. 

Kofoid’s verification could be an indication that 
plasma researchers are finally beginning to uncover 
basic laws governing the fourth state of matter. They 
know it is a good conductor of electricity and that its 
flow can be affected by a magnetic field; gas in its nor- 
mal state has neither of these properties. Beyond this, 
they have little information except what they can 
observe [Bil Mar.19°60,p77]. 

Commercial, as well as military, benefits can come 
from a fuller understanding of matter in a plasma state. 

Research in this field should produce not only simple, 
inexpensive direct converters of heat to electricity but 
also super welding torches and better ways of bouncing 
radio waves around the earth. A better knowledge of 
plasmas is expected to have major importance to the 
rocket and aircraft industries, too. 

Plasmas (created when the violent passage of a plane 
or rocket through the atmosphere strips the air of some 
of its electrons) disrupt the plane’s or rocket’s radio com- 
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munications with the earth and subject a structure such 
as the leading edge of a plane’s wing to its most severe 
strains. Researchers have long maintained that a better 
understanding of plasmas is the key to the development 
of more durable rocket and jet aircraft materials. 


Hopes for missile defense set back 
when Nike-Zeus test fails 


U.S. hopes for defense against ICBM attack [BI Sep. 
9’61,p133] got no encouragement when the first seaward 
launch of the Nike-Zeus anti-missile missile failed. 

Under control of the Army’s Defense Missile Com- 
mand, the controversial anti-missile missile was 
launched from its pad at Point Mugu on the California 
coast last week. Its mission: to test the complex ground 
electronics and guidance system of the Nike-Zeus 
terminal defense system. 

After the first solid fuel stage had ignited successfully 
and separated from the upper two sections of the 
rocket, the Nike-Zeus leveled off unexplainably at 20,000 
ft. and began to fall. Then it exploded. 

Although the Zeus failed to go through its three- 
stage cycle and reach its 100,000-ft. altitude goal, the 
Army does not consider the test a severe setback. 
“During the 10 seconds the missile was airborne, we 
learned quite a bit about the telemetry (remote radio 
data transmission) of the system,” said one official. 

“The next step,” he added, “is to get all three stages 
going.” The Army hopes to determine the cause of last 
week’s failure in time for the next scheduled test, some- 
time within the month. 

Nike-Zeus testing was moved to Point Mugu, Calif., 
because of the range limitations at White Sands, N. M., 
where the anti-missile missile had been undergoing 
extensive short range tests. The Army has scheduled a 
series of tests at the California launching site in prepara- 
tion for the Nike-Zeus’ big test on Kwajalein next April. 


Research briefs 


An upswing in the influenza cycle is likely in the U.S. 
this fall, according to Surgeon General Luther L. Terry, 
of the Public Health Service. “We are probably due for 
some Asian flu outbreaks, since they come in two or 
three year cycles and we are overdue for Type B flu out- 
breaks, which come in four or six year cycles,” he says. 
Immediate vaccination is urged by PHS for persons with 
heart disease, pulmonary disorders, diabetes, those over 
65, and all pregnant women. 


There may be a strong environmental as well as a 
genetic factor connected with the contraction of rheu- 
matoid arthritis. Dr. Frank R. Schmid of Northwestern 
University believes that he has uncovered what looks 
like strong statistical proof of this fact. If confirmed by 
further research, the finding could be of real importance 
in the search for the cause of this ‘common, chronic, 
and crippling inflammatory disease of the joints. 
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Is he leaving for lunch ... or for good? 
With today’s taxes, it takes more than a raise to 
keep a top echelon executive. After Uncle Sam takes 
his slice, there’s little left. But with a Travelers Ex- 
ecutive Compensation Plan, his raise can be deferred 
to a time when he’s likely to be in a much lower tax 
bracket. Then when he retires (or becomes disabled), 
he nets far more spendable income. If he should die, 


the payments go to his family. Without spending 
more than a current raise would cost, this Travelers 
Plan gives your company a guaranteed reserve to 
cover the net after-tax cost of the deferred payments. 
If a key employee dies, you also get tax-free funds to 
offset any losses or increased costs which might arise. 
Ask your Travelers agent or broker about the Ex- 
ecutive Compensation Plan. 
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In regions 


Five Pennsylvania counties in quest 
of federal aid agree to seek rail, bus plan 


The Pennsylvania portion of the Philadelphia metro- 
politan area may be the first to apply for federal loans 
and grants provided in the Housing Act of 1961 to help 
solve mass transportation problems. 

Five Pennsylvania counties—Montgomery, Bucks, 
Delaware, Chester, and Philadelphia—have agreed to 
cooperate in working out an integrated rail and bus 
transportation system. Their agreement, called the 


' Southeastern Pennsylvania Compact and made possible 


by state enabling legislation, is expected to be in effect 
by the end of the year. Then, they would apply for the 
federal money. 

Officials of Montgomery County, the Reading Ry., 
and the city of Philadelphia already are working on the 
first project for which federal aid would be sought: the 
subsidization of a 25-mi. commuter line that runs mostly 
through Montgomery County. They propose fare cuts 
and increased service comparable to what Philadelphia 
already has done with six commuter lines within the 
city limits [BI Jan.30°60,p30]. Eventually, the compact 
probably would embrace all 12 lines that service the 
area. 

Although the area would be the first region to hold 
out its hat to Washington, the city of Philadelphia 
has long beaten it to the punch. On June 30, the day 
Pres. Kennedy signed the Housing Act, the city rushed 
in with a request for a $6-million loan for new rail 
cars and $4.9-million in grants for studies on a tunnel 
to connect the Pennsylvania RR’s and Reading’s down- 
town commuter terminals. 


NASA's choice for rocket booster plant 
gives New Orleans needed job push 


There was much rejoicing in New Orleans last week 
when the National Aeronautics & Space Administration 
picked an abandoned ordnance plant 15 miles east of 
the city as the first fabricating facility for its new gen- 
eration of big rocket boosters. 

After looking at 53 locations, NASA decided on the 
huge, sprawling Michoud Ordnance Plant in Gentilly. 
It was built during World War II and used only briefly 
to make plywood airplanes. During the Korean War, it 
was leased to Chrysler Corp. to produce tank engines, 
but has been empty ever since 1954. 

For NASA, its location just off the Intracoastal Water- 
way fulfills a need. Boosters for the Saturn C-1 and C-3 
rockets—too big for overland transport—can be made 
there and shipped to Cape Canaveral, Fla., by water. 

For New Orleans, the selection comes at an oppor- 
tune time. The boom in new plant construction in the 
New Orleans-Baton Rouge area has fallen off since 
its peak in 1957 [BIW Apr.20°57,p126], but it has con- 
tinued to attract migrants laid off by nearby cotton 
and sugar plantations and lumber mills. At the same 
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time, employment has declined in shipbuilding, food 
processing, textiles, and harbor work. As a result, unem- 
ployment has been running just under 8%. 

The rocket plant, scheduled to be in operation by 
next year, should change all that. Rep. F. Edward 
Hebert (D-La.) estimates it will employ 10,000 to 15,000. 
State Dept. of Labor officials believe this could turn 
the area from one of substantial labor surplus to one 
with a tight labor market—with satellite plants spawned 
by the NASA facility helping along. 


Another recent NASA move has had a wide impact. 
Now that NASA has decided to expand Cape Canaveral 
facilities to include moon shots [BI Sep.2’°61,p20], the 
state of Florida is chasing an even bigger share of 
space business. 

Gov. Farris Bryant last week announced a program 
to expand the state’s higher education system generally 
and to ease the shortage of scientific education facilities 
in order to make Florida more attractive to industry. 
A science building at a new university to be built at 
Boca Raton would tie in with existing industrial re- 
search. A physics building is planned at the new Uni- 
versity of South Florida at Tampa, and a physics build- 
ing at Florida State University in Tallahassee. 

At the local level, business leaders and public officials 
in Tampa and Miami stepped up their industrial pro- 
motion campaigns as a reaction to NASA’s projects. 


Earlier this month, Gov. Ernest Vandiver of neigh- 
boring Georgia also sought to get into the space act. 
He created a new arm of the State Dept. of Commerce, 
the Georgia Aeronautics & Space Administration, to 
make an all-out effort to attract missile and space indus- 
tries to Georgia. 


Oystermen in Pacific Northwest unite 
in effort to win new markets 


Oyster growers of the Pacific Northwest have united 
in the hope of increasing their markets, improving the 
quality of their product, and lowering their costs. They 
have formed the United Oyster Producers Assn. and 
this month began to sell their fresh and frozen oysters 
through the new organization. 

The association, which has headquarters in Seattle, 
takes in growers ranging from family operations to 
large companies that account for 75% of the fresh and 
frozen sales in the area. About two-thirds of the area’s 
1-million-gal. production is sold fresh or frozen. 

With members contributing 10¢ a gal., the association 
hopes to raise a promotion fund of $50,000. The first 
promotion effort will be made chiefly in the Middle 
West. The Pacific Northwest growers feel that competi- 
tion from East Coast oysters has diminished in this 
region, and they plan to start air shipments to Chicago 
on an experimental basis this fall. Members of the new 
association are confident that with larger markets and 
greater efficiency, they can increase output 50%. 
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going abroad 


for peace 


and profit 


There is some evidence that this country 
is at odds with itself with reference to invest- 
ments in foreign countries. 

On the one hand our government is 
promising enormous sums to help stimulate in- 
dustry and raise standards of living in many 
uncommitted countries. 

At the same time there are rumblings of 
stringent tax measures on overseas operations 
that would make private investment consider- 
ably more difficult than it is at present. 

We, at Celanese, believe there is an op- 
portunity as well as an obligation, for American 
business in foreign operations. We believe that 
by making available to other peoples the tech- 
nology and skills we possess in such abundance, 
we can help them help themselves to a better 
life, make friends and allies for the Free World 
point of view. 

But we believe this can only be done 
with the enthusiastic support of our govern- 
ment. This support must permit a reasonable 
return on capital risked abroad. And in many 
cases it will require low cost non-equity govern- 
ment financing to make possible large scale 
plant and utilities installations. 


CHEMISTRY FOR THE 


MARKETS O F THE 








Celanese basic technology happens to be 
that of polymer chemistry—and corporate pol- 
icy calls for developing the widest possible range 
of products from this source. 

Since World War II the world’s less in- 
dustrialized countries have shown great eager- 
ness to produce locally the petrochemical and 
cellulose products we have developed and the 
more sophisticated industrial nations, notably 
Great Britain, Germany, Canada, Mexico, and 
Japan have become equally willing partners. 

Methods of making available Celanese 
technology vary to fit the needs, laws, customs 
and tax structures of the country involved. To 
many just-developing markets we ship finished 
or semi-finished products. We have found that 
marketing and merchandising can profitably 
precede plant construction in mar.:7 areas. And 
the margin for error is markedly reduced. 

Despite the many political and technical 
problems of foreign business, we believe that 
the needs of people everywhere represent a 
challenge as well as a profit opportunity and 
we are prepared to do our part to fill them. 
Celanese Corporation of America, 522 Fifth 
Avenue, New York 36, New York. 


CC. Pelaucaer 
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“POP” Rivets are neat in appearance, with smooth low- 
profile heads. Setting is by compression, with no hammer- 
ing or turning action that might chip, mar or tear fine 
surface finishes. For extra attractiveness and convenience, 
“POP” Rivets are now available pre-finished in a wide 
range of stock or special colors to match or blend with the 
colors you’re now using. In addition to attractive appear- 
ance, “POP’’ Rivets insure high fastening quality and 
strength . . . independent of operator strength or skill. En- 
hancing both the appearance and quality of your products, 
“POP” Rivets help improve sales appeal, customer ac- 
ceptability and profits! 

Equally important, ‘“POP’’ Rivets are set with inexpensive, 
lightweight tools, so capital investment is low. Fast, easy 
setting and adaptability for production-line methods mean 
lower installed costs. Take advantage of all these oppor- 
tunities for more profitable production. Ask to have a 
United Representative visit your plant, analyze your fasten- 
ing needs, and estimate the savings that genuine ‘‘POP’”’ 
Rivets can make possible. 

Genuine “POP” Rivets are available through a large net- 
work of distributors throughout the country. Write today 
for complete information ... and the name of your local 
“POP” Rivet distributor. 


“POP” Rivets are inserted and set from 
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ay e Wires 
NE 
1923 River Road, Shelton, Connecticut, U.S.A. 
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Faster talk 
by computers 


Three new systems introduced 
to speed up transmission 
from one center to another 


Computer manufacturers are rush- 
ing to market with equipment that 
can move information over tele- 
phone lines between computer cen- 
ters at a faster and faster rate. Three 
new systems have just started to 
make the wires buzz: 

Radio Corp. of America’s Elec- 
tronic Data Processing Div. installed 
the first of its new Magnetic Tape 
Terminals between U.S. Social Se- 
curity offices in San Francisco and 
Kansas City, the equipment is trans- 
mitting information from computer 
tapes at a rate of 250 characters per 
second over the Bell System’s 
Series 201 Dataphone. 

The Dataphone hookup, which 
uses standard telephone lines, puts 
the present speed Jimit on transmis- 
sion. With special Dataphone equip- 
ment connected through such mul- 
tiple-line hookups as Telpac or 
through microwave systems, RCA 
says its equipment can _ transmit 
from tape to tape as fast as 18,000 
characters per second. 

RCA Tape Terminals use a mag- 
netic-core memory unit, called a 
buffer, to allow the transmitting sta- 
tion to adjust its sending speed to 
the capacity of the transmission 
facilities. The buffer can also act 
as a translator from one computer 
code to another, so one type of com- 
puter can talk to another. 

The system also checks itself for 
errors, either in individual charac- 
ters or in blocks of characters. Ac- 
cording to RCA, it ran through a 
month of operation in field trials 
without an undetected error or a 
lost block of information. Rental 
runs from $2,000 per month up, de- 
pending on accessories. 

General Dynamics/Electronics, a 
division of General Dynamics Corp., 
is offering a new system called 
DEFT. It also can send up to 250 
characters per second over tele- 
phone lines and is capable of high- 
er speed over broadband facilities, 
such as microwave or multiple-line 
telephone hookups. Price will de- 
pend on the specilic use. 

International Business Machines 


BUSINESS WEEK September 16, 1961 

















Hi 





ns in research, design, production or 


four areas. Only electronics magazine has the 


and the globe to report authoritative engineering 


>s industry alongside the nation’s leading manu- 


engineering audience that reads electronics. 


Is 

a 

il may - re 

| its n electronics: 
od 

a 

; In a single day, an electronics engineer may face p 

i 

0 management; he may work in any one or all 

‘ } editorial staff that constantly scours the nation 

m information in all four areas. Sell the electronic g 

‘ facturers; advertise to the /nterested OEM 

@ @ a mcGRAW-HILL PUBLICATION, 330 West 42nd Street, New York 36, N.Y, 














Master mask (above) controls illumination pattern projected on a photoconductor matrix which forms logical interconnections in a self-repairing computer. 
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Mr. Manufacturer: 


Now available: 
1,273 “branch 
houses’ in major 
distribution 


centers 


AWA offers instant warehousing 


’ everywhere—for your new prod- 


ucts and changing markets. For 
flexibility and economy, public 
warehousing is the profitable an- 
swer. Investigate the competitive 
advantages of the AWA Pay-as- 
you-use Plan. 


Write for Free Directory listing locations 
and space availabilities to fit your needs 


512 Members Offering 
1,273 Distribution Centers, 
Merchandise Warehouses 
& General Storage Facilities 
American Warehousemen's Association 
222 W. Adams St. « Chicago 6 * Randolph 6-5550 
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AUTOMATICALLY FEEDS, FOLDS, COUNTS 
AND STACKS 110 SHEETS A MINUTE 


No fussing or fanning—just load paper on the 
automatic feed table, touch the lever and 
quickly fold printed or duplicated material, 
letters, statements—anything from 3 x 5 to 
9 x 17 in.—even multiples of 6-8 sheets stapled 
together. Stops when last sheet is fed. Two 
— fold controls adjacent to permanent 
illustrated instructions at top of machine let 
you change folds in seconds. Electric Model 
$299.50; Hand-operated Model $199.50 plus 
tax. Higher quality since 1903—HEYER 
Inc., 1850 S. Kostner Ave., Chicago 23, IIl. 


FREE! Four 8 x10 glossy photos— 
Our Demonstration by Mail! 
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Corp. is already using, in its own in- 
ternal communications system, a 
new high-speed magnetic tape trans- 
mission unit called the IBM 1945. 
It is sending at the rate of 15,000 
characters per second between its 
applied programing offices in New 
York City and in Poughkeepsie, 
N. Y., 68 mi. up the Hudson. That's 
about 1,000 times as fast as a person 
talks in normal conversation. 

IBM’s unit requires broadband 
transmission facilities; it’s now using 
coaxial cable and microwave links 
supplied by New York Telephone 
Co. With added circuitry, the 1945 
can rev up to 62,500 characters per 
second—full speed of tape reading 
from a large computer. An IBM 
1945 rents for about $1,000 per 
month, not including the tape drive 
unit or the cost of the transmission 
lines. 


New printing method 
by static electricity 


A new method of pressureless print- 
ing, developed by Stanford Research 
Institute’s graphic sciences labora- 
tory at Menlo Park, Calif., uses an 
electrostatic effect to transfer ink to 
the surface to be printed. 

The process, developed for the 
Electrostatic Printing Corp. of Amer- 
ica, in San Francisco, is considered 
promising for printing on a wide va- 
riety of surfaces, ranging from low- 
grade newsprint to objects such as 
bottles and aspirin tablets that 
wouldn’t stand up under the physical 
pressure applied in conventional 
printing. SRI claims that image 
quality is virtually the same, what- 
ever the printed surface. 

Printing is done through a stencil 
that is backed by a 200-mesh stain- 
less steel screen carrying an elec- 
trical charge of about 1,500 volts; the 
paper or other surface to be printed 
is backed by a metal plate carrying 
an opposite charge. Ink pigments in 
a resin are applied to the screen by a 
revolving brush; the dry ink particles 
pick up the charge from the screen 
and jump through the open areas of 
the stencil to the oppositely charged 
printing surface. The image is then 
fixed to that surface by heat treat- 
ment. 

Victor Barta, SRI laboratory man- 
ager, predicts that an electrostatic 
printer will cost only half as much 
as a conventional printing press and 
will provide better control of the 
printing process. SRI is going ahead 
with work to develop a_ broader 
rg of inks and faster fixing meth- 
ods. 
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DUTY-FREE LIQUOR 


No carrying... No excess baggage 
costs * Delivered to your home 
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ENGLISH FIRM of Non-Ferrous metal 
stockists, with branches in most major 
British Cities, interested in distributing any 
U. S. Engineering Products usually sold to 
similar users. Write:—H. Rollet & Co. 
Ltd., 6 Chesham Place, London S.W.1, 
England. 
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THE TREND 


Bit 


When antitrust policy goes out of control 


For some years now the antitrust division of the 
Justice Dept. has been acting like a runaway team 
of horses. If the Eisenhower Administration was 
sometimes considered a “businessmen’s adminis- 
tration,” no one told the trustbusters. They gal- 
loped off in whatever direction they liked, making 
life hazardous for those in their path. Paradoxically, 
businessmen had hoped that with Robert Kennedy 
in command, the antitrusters would follow a more 
rational and consistent course. 

Instead, the trustbusters seem to have broken 
free of any reins. They have moved to block bank 
mergers that other supervisory authorities, includ- 
ing the Federal Reserve Board, the Comptroller of 
the Currency, the Federal Deposit Insurance Corp. 
and state bodies, have approved—which suggests 
to some bankers that the Justice Dept. is seeking to 
usurp the role of the traditional authorities. And 
they have commenced antitrust actions over a wide 
range of the corporate landscape—in such fields 
as chemicals, natural gas, soap, optical equipment, 
oil—on grounds that many lawyers believe are 
vague and contradictory. 

If this sort of random action, which does not 
seem motivated by any rational theory of what con- 
stitutes antitrust violations, is intended to make 
the business community nervous and uneasy, it is 
succeeding brilliantly. Bankers no longer are will- 
ing to go ahead with plans based on the approval of 
the traditional supervisory authorities because of 
the fear that Justice will ride roughshod over them. 
Corporations have become increasingly reluctant 
to consider any expansion that might have the anti- 
trusters stomping at their door. 


A strike without a point 


When the United Auto Workers walked out of 
General Motors plants this week, they did a real 
disservice to the cause of collective bargaining. 
Regardless of how much or how little damage the 
strike does to GM, it will have to be remembered 
as a totally unnecessary work stoppage. As such, 
it inevitably will be used as a talking point by 
those who argue that only government interven- 
tion and strict controls can achieve orderly labor 
relations. 

The strike is all the more regrettable because the 
major issues between the UAW and GM already 
had been settled—and settled on terms highly 
favorable to UAW (page 23). In working out that 
settlement, both the company and the union had 
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Many businessmen complain about the increas- 
ing costs of dealing with the Justice. Dept. It is 
not simply a matter of paying legal expenses when 
the antitrusters file suit. The biggest costs are the 
time and talent needed trying to ascertain whether 
a contemplated action is permissible or in cooperat- 
ing with the antitrusters while they make an 
investigation to determine whether any violations 
are in fact taking place. 

The business climate has not been improved by 
the news that Lee Loevinger, head of antitrust, 
favors stiffening antitrust laws by increasing the 
criminal penalties for violators. This is bound to 
make businessmen even more jittery, for it threatens 
stiff fines and jail sentences for actions that they 
thought in all good faith were not violations. 

This does not mean that the Justice Department 
should refrain from pressing its antitrust action with 
vigor and aggressiveness. But it does mean that the 
country should be spared the kind of spectacle that 
has been occurring in the past two weeks, with the 
antitrusters rushing in attempting to halt two bank 
mergers, one in Chicago and another in New York, 
that had the blessing of other authorities. 

The antitrust laws should be enforced—and pen- 
alties for violators should be stiffened. But business- 
men have a right to have the law, or at least Jus- 
tice’s interpretation, spelled out more clearly so that 
they can determine whether a proposed course of 
action will be in violation. 

This is a task for Atty. Gen. Robert Kennedy. It 
is high time he gained control over his antitrust 
department and harnessed it so that its energy can 
be used for the best interest of the American people. 


shown a high degree of responsibility and states- | 
manship. Both had bargained hard, but they had 
bargained intelligently and with a determination 
to achieve a settlement. 
The union certainly is entitled to press its claims 
on local issues. And perhaps company representa- 
tives should have foreseen the difficulties that 
would come up with these demands and tried to 
deal with them earlier. But the union that strikes 
a company on purely local issues when all of the 
major problems have been solved is following much 
the same tactics as the prizefighter who slips over 
one more punch after the bell that ends the round. 
If the UAW genuinely believes in collective bar- 
gaining, this was no way to prove its case. 
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